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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30, 2019 

Accounting Officer's Responsibilities and Approvai _ 

The Accounting Officer is required by the MFMA, to maintain adequate accounting records and is responsible for the content 
and integrity of the financial statements and related financial information included in this report. It is the responsibility of the 
Accounting Officer to ensure that the financial statements fairly presented the state of affairs of the Local Municipality as at the end of 
30 June 2019 and the results of its operation and cash flows for the period that ended. The external auditors are engaged 
to express an independent opinion on the financial statements and was given unrestricted access to all financial records and 
related data. 

The financial statements have been prepared in accordance with Standards of General Recognised Accounting Practice 
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable 
and prudent judgements and estimates. 

The Accounting Officer acknowledges that he is ultimately responsible of the system of internal financial control established 
by the Local Municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the Accounting Officer sets standards for intemal control aimed at reducing the risk of 
ernor of deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 

These controls are monitored throughout the Local Municipality and all employees are required to maintain the highest ethical 
standards in ensuring the Local Municipalit/s business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the uMuziwabantu Local Municipality is on identifying, assessing, managing and 
monitoring all known forms of risk across the Local Municipality. While operating risk cannot be fully eliminated, the Local Municipality 
endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied 
and managed within predetermined procedures and constraints. 

The Accounting Officer is of the opinion, based on the information and explanations given by management, that the 
system on internal control provides reasonable assurance that the financial control can provide only reasonable, and not 
absolute assurance against material misstatements of deficit. 

The Accounting Officer has reviewed the Local Municipality's cash flow forecast for the 01 July 2018 to 30 June 2019 and in the 
light of this review and the current financial position, they are satisfied that the uMuziwabantu Local Municipality has access to 
adequate resources to continue in operational existence for the foreseeable future. 

I am responsible for the preparation of these annual financial statements, which are set out on pages 3 to 66 in terms of 
Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Local Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 28 of these annual financial statement 
are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public 
Officer Bearers Act and the Minister of Provincial and Local Government's determination in accordance with this Act. 


Mr W.T. Gumede 

Municipal Manager 
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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30, 2019 

Statement of Financial Position as at June 30, 2019 


2019 2018 

_ Note(s) _ Restated* 

Assets 

Current assets 


Inventory 

Receivables from exchange transactions 
Receivables from Non exchange transactions 
VAT receivable 
Cash and cash equivalents 

Non-current assets 

Investment Property 
Property, plant and equipment 
Intangible Asset 
Plantation Investment 

Total Assets 


Liabilities 

Current liabilities 

Finance Lease Liability 
Unspent grants and receipts 
Payables from exchange transactions 
Consumer deposits 


Non- current liabilities 

Finance Lease Liability 
Provisions 

Employee benefit obligation 


Net assets 

Net assets 

Reserves 

Revaluation reserve 
Accumulated Surplus 

Total Assets 


7 

185 842 

326 251 

8 

7 003 954 

5 733 192 

9 

9 069 758 

7 048 121 

10 

4 409 643 

3 408 392 

11 

164 627 811 

164 724 388 


185 297 007 

181 240 343 


2 

2 702 000 

2 702 000 

3 

312 319 288 

279 574 829 

4 

951 840 

1 282 128 

6 

37 810 116 

31 483 943 


353 783 244 

315 042 900 


539 080 251 

496 283 243 


13 

105 631 

331 643 

14 

4 831 895 

6 648 588 

16 

11 613 837 

14 487 407 

17 

553 473 

573 201 


17 104 837 

22 040 840 


13 

15 

5 

11 038 

4 517 374 

7 099 974 

60 672 

4 125 456 

5 596 867 


11 628 385 

9 782 994 


28 733 222 

31 823 834 



510 347 029 

464 459 409 

12 

53 515 969 

456 831 061 

53 515 969 
410 943 440 


510 347 029 464 459 409 
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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30, 2019 

Statement of Financial Performance _ ___ 

2019 2018 

__Note(s) _ Restated* 


Revenue 


Revenue from exchange transactions 

Afforestation Scheme sales 
Service charges 

Rental on facilities and equipment 

Licences and permits 

Other Income 

Agency services 

Interest received - investments 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 

Taxation revenue 

Property rates 

Property rates-penalties imposed 

Transfer revenue 

Government grants and subsidies 

Capital grants 

Fines 

Total revenue from non exchange transactions 
Total revenue 

Expenditure 

Employee related costs 

Remuneration of Councillors 

Afforestation Scheme general expenses 

Afforestation Scheme cost of sales 

Depreciation and amortisation 

Finance costs 

Operating lease 

Debt impairment 

Inventory consumed 

Bulk purchases 

Contracted services 

Transfers and subsidies 

Operational expenses 

Total Expenditure 

Operating surplus 

Loss on Disposal of assets 
Changes in value of plantation 

Surplus for the year 



9 715 536 

7 502 432 

22 

33 472 426 

33 035 653 

19 

224 995 

81 902 


2 036 508 

1 699 906 

25 

970 791 

1 008 721 


244 916 

377 738 

18 

13 578 663 

11 273 396 



60 243 835 

54 979 748 

21 

21 

26 608 887 

2 274 684 

27 220 633 

1 434 502 


23 

96 248 591 

86 094 031 

24 

23 225 707 

34 492 888 


258 950 

15 250 


148 616 819 

149 257 304 

20 

208 860 654 

204 237 052 


27 

(61 806 442) 

(50 522 265) 

28 

(8 529 439) 

(8 568 526) 

29 

(4 408 161) 

(4 195 418) 


(4 585 296) 

(3 935 175) 

32 

(15 004 999) 

(11 907 162) 

33 

(799 067) 

(1 065 184) 

13 

(295 270) 

(292 492) 

30 

(2 408 098) 

(5 033 972) 

7 

(1 302 787) 

(1 557 137) 

37 

(28 191 530) 

(26 165 356) 

35 

(14 108 791) 

(9 602 102) 

36 

(2 351 082) 

(1 812 391) 

26 

(25 933 088) 

(25 830 487) 


(169 724 050) 

(150 487 667) 


39136 604 

53 749 386 


(298 528) 

(453 245) 

31 

6 326 174 

3 676 100 


45164 250 

56 972 240 
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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30, 2019 

Statement of Changes in Net Assets 




Revaluation 

Reserve 

R 

Accumulated 

Surplus/ 

R 

Total net 

assets 

R 

Balance at 01 July 2017 - (Restated) 

Prior Year Error 

Surplus for the year 

54 

53 515 969 

358 079 585 

(4108 386) 

56 972 240 

411 595 554 
(4108 386) 
56 972 240 

Total changes 


53 515 969 

410 943 440 

464 459 409 

Balance at 01 July 2018 


53 515 969 

410 943 440 

464 459 409 

Revaluation of Property 

Prior Year Error 

54 

- 

723 371 

723 371 

Surplus for the year 



45 164 250 

45 164 250 

Total changes 


53 515 969 

456 831 061 

510 347 029 
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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30, 2019 

Cash Flow Statement _ 

Note(s) 2019 2018 

_ Restated* 


Cash flows from operating activities 


Receipts 


Sale of goods and services 


70 298 336 

70 166 782 

Grants 


119 474 298 

120 586 920 

Other receipts 


13 310 598 

12 172 300 

Other cash item 


_ 

203 083 232 

202 926 002 

Payments 

Employee Costs 


(72 465 347) 

(58 335 654) 

Suppliers 


(75 274 755) 

(63 664 864) 

Finance costs 


(799 067) 

(117 787) 

Other cash items 


(7 041 472) 

(8 935 743) 

Net cash flows from operating activities 

39 _ 

(155 580 640) 

47 502 593 

(131 054 048) 
71 871 953 

Cash flows from investing activities 

Purchase of property, plant and equipment 

3 

(47 561 395) 

(36 649 349) 

Proceeds from sale of property, plant and equipment 

3 

761 293 

649 685 

Proceeds from sale on investment property 

2 

_ 

_ 

Purchase of other intangible assets 

4 

- 

(131 578) 

Movement in plantation investment 


_ 

_ 

Purchase of other assets 


- 

- 

Net cash generated from / (utilised in ) investing activities 

(46 800 102) 

(36 131 242) 

Cash flows from financing activities 

Repayment of other financial liabilities 

Finance lease payments 


(799 067) 

(947 397) 

Other cash item 

Net cash flows from financing activities 

— 

(799 067) 

(947 397) 

Net increase/(decrease) in cash and cash equivalents 


(96 576) 

34 793 315 

Cash and cash equivalents at the beginning of the year 


164 724 388 

129 931 073 

Cash and cash equivalents at the end of the year 

11 _ 

164 627 811 

164 724 388 
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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30, 2019 

Statement of Comparison of Budget and Actual Amount 
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A™Hf‘;25^I ULOCAL MuwicfPALir; 


Annuaf Financial Sfatements for the 


rv 

year ended 30 June 2019 


1) Presentation of Annuaf Financial Statements 

si:£S^^ 

Annual financial stetemLTs!SfdisSed^^ beenC0risistent 'yappJied in thepreparationof these 
1.1 Presentation Currency 

These Annual financial statements are presenterf in «;«, m, a* ■ 

municipality. presented ln South Afncan Rand, which is the functional currency of the 

12 Changes in Accounting Policy and Comparability 

Acco^lng Wld« have beo„ cons»,ee« y aeplied. excep, »here oB *r»lse Indlcated belo* 

ss excS d‘M l ^' l T^ 1 ^ ,y^ p y 1 ? 9frame,rark ““<"1 belowexcep( 

comparative restatements. 6 aetails of any result,n 9 changes in the accounting polkqT an d 

The Mumcipality changes an Accounting policy only if the change: 

b) ReSfte tte a A Stan '? a c rd ° f GRAP; or ,isted be'ow 

effects Iransactfons^other e^nte^OT^^dition^have^onThe per^m^^OT^^fio^° rniati0n abOUt th ° 


11 



UMUZ'nWABAUTU LO 

Annual Financial Statements for 


CAL MUttietPAUTY 

the year endecf 30 June 2019 


Accountmg PoUcms 


tik ghap ««*■* teve been approved and effcotiVe io ihe ^ 


GRAP1 
GRAP2 
GRAP 3 
GRAP4 
GRAP5 
GRAP6 
GRAP 7 
GRAP 8 
GRAP 9 
GRAP 10 
GRAP 11 
GRAP 12 
GRAP 13 
GRAP 14 
GRAP 16 
GRAP17 
GRAP 18 
GRAP 19 
GRAP21 
GRAP 23 
GRAP24 
GRAP 25 
GRAP26 
GRAP27 
GRAP 31 
GRAP100 
GRAP 103 
GRAP 104 
GRAP 106 


Presentation of Financial Statements 
Casn Flow Statements 

and Eras 

Consolidated and Separate Financial Statements 
Investments in Associates ments 

Interest in Joint Ventures 
Revenue from Exchange Transactions 

Inventories 

Leases 

Events After Reporting Date 
Investment Property 
Property Plant and Equipment 
Segment Reporting 

aXE cf Cash- GeneraBng Assels 

Intangible Assets 
Discounted Operations 
Hen'tage Assets 
Financial Instruments 

Transfer «r Rfecuon Beferaen Entties NM Under common Con Iral 


|WNMRDS, amendments to standards and intenpretations issued but not vet 


The following GRAP standards have 
the municipality: 


been issued but are not yet effective and have not been 


adopted early by 


GRAP20 
GRAP 32 
GRAP 34 
GRAP 35 
GRAP 36 
GRAP 37 
GRAP 38 
GRAP 108 
GRAP 109 
GRAP 110 


Related Party Disclosures 

l!^ 06 * 0 ^ 06581 ' 00 A^angements: Grantor 
Separate Financial Statements 
Consolidated Financial Statements 

and ^ Ven,ures 

SSXi'K lno,herE "“" es 

Accounting by Principals and Agents 
Living and Non-living Resources 


Imeact on the mtmlcleslltvs flnancial statements ence implemented: 

^2ZSS! m * ^ ' n,erPrete,le " S «*•— • I— a material ,meact on the 


municipalit/s 
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UWSWABAWTU LQCAL MUNICIP^ ■ ITY 

Annus, Financia, Statements for the year ended 30 jJrTe 2019 


^ountmg Pof?ci©s 


^feaive end eflteUv. and 

performance or cash flows of the municipality. 9 rfC3n lm P act on the financial position, financial 

annual fin^cial JtatementS! aSSSedtelow "*** ***" consistent| y a PP |ieptn the preparation of these 

These accounting policies are consistent with the 

Significanf judgements and sources of estimation 


previous period. 


uncertainty 


affect'the fmountsTepresenS 1 f tfmate8 and as sumptions that 

mformation and the application of iudaement fc inhcron* ■ stetements and related disclosures. Use of available 
^t^sees^^^ 

!J al •» m anagement have made 

amounts recognised in Annual Financial Statements- 9 3 d h have the most significant effect 


on the 


Revenue reccgnition 


hton. micten^'Tra'^acSSfS^SSS^’^MEldrtS^ J^I^^hkrh?" d Accou !;"!; 8 Pc " c r ’-K « Revemie from 
of the municlpality. conamons under whtch revenue vtrlll be reaxded by the management 

mrtin^P 9: 'SSSSft^ ™<SSTraSto,«^ e G < !w S'Sf * ' 0, i e °f revenue as set 

fS, 8Sl l, 0f P^-ation atwe). In |Scular!Sto m^Slfv^ NomExchange Transacllons 
the buyer the significant risks and rewards of ownershto ^ 900ds are so,d ’ had ^ansferred to 

service has been rendered. The manaoement of th^mnn^I ■ • d when services 's rendered, whether the 

current year is appropriate. mana9ement of the niun.c,pal.ty is satisfied that recognition of the revenue in *!S 

Financial Assets and LiabiiHies 

The classification of financial assets and liabillties intn • 

Accountlng Policy 1.9 on Flnancial Assets aScLton^ntfl'^ IS « baS ® d on i ud 9 ment by management 
Classrficatlon clescribe the factors and criteria^SSered bv' ftflSSL ^ 'J u n Financia, Liat >ilities 
classrflcation of financial assets and liaɓilities.. y he mana 9 e ment of the munidpality in the 

Impairment: Write down of Froperty Plant and Equipment 

by whichfirianciafasse°s the processf ollowed todetermine the value 
municipality considered the detailed criteria of imoairmLnfnf f bmat ^ the lm P airment . tbe management of the 
Instruments and used its judgement to Sa ^Sv nf m°S as set out in G ^ 104: FinaVS 

on market conditions existing at the end of the reportina period The™ 1 make assumptions that are mainly based 
that the impairment of financial assets recorded dSg ?hS y^ r ilap^Sr 6 "* ° fmunidpa,ity is satisfie d 


and Invantories 
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UMUZtWA&ANl U LQCAL ^UMCIPAUTY 

nnua inancial Statements for the year ended 30 June 2019 

Accounting Policles 


Provtsions 


disclosure of these information available. Additional 

Useful Hves of property, plant and equipment 

taking intoaccounttheresfdualvaluesoftheassets 3 aUhe^^flh ° V6rfheestimated ^seful li ves of theassets 
e ss etsa r eava b b,eforuse.^^ 

Defined benefK plan liahilities 


*K5! « oe an 

Omer key aaaumptone fer pension pbligalions are baaed on cumt martei condiilons. 

Jjabilities. Tbedefined beSu!^ actuanal valuallons of ils deflned benefll plan 

Obfigations and Long-service Awards. The estim liahiL^ _ were lde ^ td j®d are Post-retirement H«=!th Benefit 

are provid^^^^ StatemeT S Pti ° nS ^ the 

Allowance for dcubtfui debts 


iS 0bject,Ve evidence that it is 

value of estimated future cash flows discounled at Ite^^eSSS^S^SiS^StS ^ec^dpli[ion eSe,11 

1.4 Going Concem Assumption 

operateas a going^nc^^^ the assumptl ' on that the municipality will continue to 

1.5 Investment property 
Inltial Recognition 

“ tfn98 hew 

® Administrative purpose, or 

Sale of an asset in the ordinary course of operations. 

SZXESS^ ' 8 ^ UM >*—» - su PPly Of goods o, sennces o, fo, 

S- •- «» economlc beneffls or seMce 
the investment property can be measured reliably. * ° W f ° he municipality ' and th® c °st or fair vaiue of 
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UMUZmABAkTU LOCAL MUKUCfP/^ m/ 

Annual Fmancia/ Statements for the year ended 30 June20/9 

Accouotsng Poficies 

Sl! 0 ' ,5 to "N*- • Par, of. or 30™« 


SSr^ 

Work in Profjress 

for'use^^ ^ 005 *™ 0 ** 0 * 1 ^Prk Is steted at 
Oerscognition 

5=SSSSF^“ f: - 


irty, plant and oquipment 

an item of property, plant and equipment is recognised as an asset when: 

munKnty® 'JS? **”* eC ° n ° m, ‘ C benefrts or service P e tential associated with the item will flow to the 
the cost of the item can be measured reliabiy. 

Property, plant and equipment are initially measured at cost. 

=^SSSs 5 S?SS^ r; sssi*i; 

accounted foras separate items (majorX^ e^uTpmS^ ^ are 
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UMUZlWAtBANTU LOCAL MUNIOTAUTY 

nnual F.nancial Stafements for the year ended 30 June 2019 


th. ue m and r esto ri n s the slte on w hich . is 
expendrture, and where the obligation ahses^as a ^ ^ T' Pmen ’ Where the entif y is obligated to incur such 
than the production of inventories 38 3 r85u '‘ ° f acqu,rin 9 the asse ‘ or using it for purposes oth 2 


in IheLaiion 

definitiono h fpropertyplantan^Zment^ ^ equipment are recognised when they meet the 

to use them during more thanon^pS^ plant and equiprr)en t when the municipairty expects 

wtifch meet the recognitoTiiSla"hcSed S*"" "r' °h p,opert> ’ Ptal anc equlcment and 
andequipmertt Anyremainlnginspeclioncostsfroe^the^fTCWo^ewpectionae^^^!^^ ^ * rt0 P® rt li' Pknt 

Irf a " r=srLSaM 

revaluation is restated 6 ropSSS tleprecration at the date of the 

carryrng amount of the asset after revaluation^^isfcf rwak^^ount 7 ^ ° f the 3SSet 80 that the 

revaluati(Mi rseiimiS^JainsUhegrcSranSam^ntcrfthe^as a f CU H*«£ ted depreciation * the date of the 
amount of the asset. amount of the asset and the net amount restated to the revalued 

^Sto^SSrTi 18 credted dlrec “>' m = rwvaluadon 
the same asset previously recognrsed in surplus or deficit.^ * * hat * reverees a r evaluation decrease of 

te recognlsed In surplus or defidl la Ihe 
n the revaluation surplus in respect of that asset * P US t0 the extenf of any credit balance existing 

Pr0Perty ’ ^ ^ eduipment is transferred 

directly^to^etain^earnings^s the^assef is°us«J P The C °! Pr ° Perty ’ plant and equiprnen t is transferred 
depreciation based ontherevaluedcarryingamountanddeprec^tion^b^ecTOTthe*OT’g^fDKTrtftoeasset* 1 
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uMuimmpma local mmapAUTY 

1 Flnanc,a ' Statements for the year ended 30 June 2019 

Accoufiting PoSscIes 


Depreciation and fmpairment 

theiresLaSd residual vaTue"* deprec,ated on the stra/ght-line basis over their expected useful lives to 

any subsequent accumuKdep^redation Lnd^sutseque^ac 6109 m T Va ' Ue at the date of revaluation less 

made with sufficient regufarrty such that the carnyinn ^ accumulated impairment losses. Revaluation*; prc 

detemina,, using m ^ * ZtSSZZSgTX.*** n0t n '** 1 *'* ^ «« StS£ 

ttesime* 1 > f nue is rec °8"feed in'surpfus^S- defidt itothe StortS'it r mii,ed direolly to «revaluatron 

the same asset previously recognised in surplus or dSficit. * fh reverses a revaluation decrease of 

current pedodThe Si?i7debitSTreSuaS ° f ? reVa,uation ’ fs recognised in surplus or deficit in the 
revaluation surplus in respect of fhat Sset. ^ SUrp,US f ° the extent of an V ^redit balance exSg in the 

eseto, Kves o, tems of pntpedy. pte„, and e quipme n, have been assessed as «to»s: 

i?Sount date ‘ expe ^ ta ^^^^ f s fromTe previouTesUm^es^the^ch 61 ^ ****** 3 ‘ the end of each 

m accounting estimate in the Statement of Financial Performa^ ^ h 9 ® ' S accounted for as a change 

amount of an item of property, plant and equipment isoreTr th reportin 9 data - Where the carrying 
recoverable service amount). it is written down immediifeKftc * he estirnated recoverable amounUor 
amoent) and an Intpalrment loss Is oharged to the Statement of rJmmoZZS. reC01rereble serei “ 

dfthertem is depredatedsS'rS,' TttoTepreStolfrffa 008 f tbat 18si9n ' ,k:an,in fdladontothetotalcost 
deficlt unless It Is inoluded In dt^frytog am^raT eboh P eriod * wognisad In 
arederecognised whentheassetisS^drfi,XT? preperly ' P 18 " 1 end «luipmem 
potential expected from the use of the asset. th 6 n ° further economic benefits or service 

& *"* e " d ■*»« li induded ,n surptos o, 

wr~ GS-««i-arasfSs 

course areTaSK^o^nveSS wh^Sintef^TT^ r ° Utin8,y se « « Part of the ordinary 

assets are not accounted for as non-cu^ass^^T^r T'^ theasSetsareavaflab,e - for -s a le^mS^ 

^^wstatemenL 110 ^ fl 0 WS ^'^^b^^^fiwn^^ratin^^jvl^^^ 

Work fn Progress 

availabiefbrTe.^ 01 ' 00 WOrk ‘ S Stat6d at hlSt0r,ca ' cost - °epreciation only commences when the asset is 
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Lk't[].£\ t YABAk r 1 U LOCAL f f"p y ' 

A» u a, Financial Ststem an,s fo r the year aSiTj IL'j^ 



Infrastructure Assets 

silo '' vnat co^^ss^accumula^ed^deLciatioLnd^ccu^ufated^ ° f lnfrastructur e assets are 

similarly to all other assets of the municipalSy. acCUmu,ated ,mpai ™ en t. Infrastmcture assets are treated 

Finance Leases 

PPE conSJby th , eir expected usefu ' '^s on the same basis as 

that the municipality will obtain ownership by the endof if **'“ ‘ S n ° reasonat >' e c ertainty 

De-recognition of Propeity, Piant and equipment 

economfcblnefite2se^^ on disposal, orwhennofuture 

deficit when the item'is^LjnSSH^ ° f ^ rf propert y' p,an t and equipment is included in surplus or 

Value of assets (°°st 'ess accumulated 
FinancialPerformanceasagainoriosson^dfeposalofpro[»rt^^antand^equ^ment 0 * 0 ^ 8 ^ h *» Stefeme “ 

1.7 fntangible assets 

S^ P U ^^^^^ r ^li^ n ^ e ^ nt ^ e ^ e, °^ nen t n ^ste ThTLuS!? 01 if hysica ' substanca . Examples inciude 
Statement of Financial Position only whenrt is Drobahi« ih^teli 0 apa ,ty reco 9 nises an intangible asset in its 

Research^pendkire^never cap^llsed^wMe^devef reC09 t nition criteria before they are caphlised 
extent that: er cap,tal,sed ' while deveiopment expenditure is only capitalised to the 


r sale; 


• the municipality has the resources to complete the n^L- anH 


Intangible assets are initially recognised at cost. 

l^c«or,),theVi,^IS'teiXZT^^r a uSSratrrr an0 ' W ^^ 

combinatlon'rf rnwletwy^arj^nolvmonetafy ZTZ*' ’ " on ‘ mowl3 'y ®»et or monetary asrrets or a 
= r ao«,irea„ 
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U : MUltWABAk l TU LOCAL MywiCIPALfTV 

Annua, F.nancia, Statemenfc fcr the , ear ended 30 2 01 9 


Useful Life 
3 - 5 years 


Subsequent Measuremerrt - Cosf Modei 

Amortisation and impairment 

Item 

Computer software 

L^re^ asset with a finite useful Jft are reviewed at 

Fmanciai Performance 9 recogmsed as a change in accounting estimate in S^sSSS S 

Oerecognltion 

SttoaiffS'" ? henthere are "oWhe, economic ɓeoote 
1 * Non-Car™,* Assets Held For Ssls l„jSal RoooenlHon 

“^ 9 amounl «"1» mcoverod 

asS^S^ssaSSiisSgS 


Subsequent Moasurement 


value reslctSSto se« W ^ **'* ( ° r d ' Sp ° Sal 9roup)are ^easured at the lower of carrying amount and fair 

disposal group^classSfiecTas^^for^sL^Intere^and'oth 6 * b c,assified as h eld for safe, or while it is part of a 
group classified as held for sale are recognised in surpl^or dS®® 8 attributeb,e t0 the ,iah ««ies of a dispoll 

1.9 Financiai instruments 

wS'raTOlto?SS' raCl “ 9lves ,<X10 ° flnendel essel °< “" a enOly and a linandal Habllity o, a 
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MUmCfPAUTY 


Annua, Pinanda, State.ents for the 

Accountfng Policies 


2019 


liability is measured af ^ a 'T° U ? 131 WhlCh the financial asset or financia, 

usmg the effective interest method of any difference between^thflr S ’f P US ° f minUS the cumu,a tive amortisation 
mmus any reduction (directly or torough tfra rnaturitya^nount^and ° 

A C ° nCeSS,0nary ' 0an ,S 3 ' 0an *o or received by an entity on terms that are not market reiated. 

failing todSJS^aifSlSSS^‘° 3 ^ 300 ®' instrument w«lcauseafinancial loss fortheotherpartyby 

changes^in foreigS^excha^rates! ^ C9Sh fl ° WS ° fa financial instrLj ment will fluctuate because of 


SSStrffinancial pSn° f 3 PreVi ° US ' yrec °9 nised fi ^ncia, 


asset or financial liability from an entity’j 


A den,ative » a financfel instmmenl er other conaact ««h all three of Ihe followlng characferletlcs: 

t^nnlodlty'prioeffore^n^^hange^a^l^exrf K2 'T’ fhmCbl in8l ™ment prtce 

• It is settied at a future date. 

willingpartiesin an armUten^Mra^nsaSom^^'^ ^ exchan9ed - oraiiabi,it ysettled, betweenknowiedgeable 
A financial asset is: 


• cash; 

• a residual interest of another entity or 

• a contractual right to: 


- receive cash or another financial asset from another enHfv nr 


are 


hiildeTfor L 5 ma ke speclfied payments to reimburse the 
original or modified terms of a debt instrament t0 make payment du e ln accordance withfhP 


! mstrument. 

A flnanclal (fabMy Is any IMMr Ihat Is a confradual cbllgafion lo: 
: entity; w 


exchange financial assets orfinanciai liabilities 


entity. 


under conditions that are potentially unfavourable to 


the 
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UltfyZIWABANTU LOCAL M-UtilOiPAUTY 

Annual Financja/ Statements for the year ended 30 June 2019 


finandal SShafareSX «S?MahS Si'fi" anS asSf ^ oɓli9atio " 5 “ 5 <=ciated witl 
Loan commitment is a frm commiunen, ,o pmvide cnx« under pre-specaed terms and conditions. 

Loans payable are financial liabilitles, other than short-lerm payables on normal credit lerms. 

price risk. compnses three types of nsk: currency risk, interest rate risk and other 

2SSS5 ^rSprii^ S inStrUment Wi " fluctuate because 

changes are caused byfactors speciSt<S whether those 

simiJar financial instruments traded in the market. trument or its issuer, or factors affecting all 

* finanCia ' aSSe ‘ paS ' due * t,en e ““hterparty has talad to maka a paymaat whan contradually dua, 

® equity instruments or similar forms of unitrsed capital; 

transactionasforming^partoTaren^Vs^neta^sets eithe °b^h Ch n^ nSferS ^ byth ® parties tothe 
of iiie corrtribution; or y 8SetS ’ 6,ther before the contribution occurs or at the time 

’ eStab,iShin ® 0r “9 « existing fmancia. 

fiiiaretelasseror 8 finTnciaNiabi% ! An S kicr^entafcOTUs^ r ^that >le ^irf 16a ? ,uisition ’ issueor disposalof a 
not acquired, issued or that WOU,d not have incurred if the entity had 

Ka^ 


• the enfltyde , si 9 nates a» feir value at initial recognition; or 

• are heJcf for trading. 


acthre 0,81 do not haBe a <!<“>>«' "»*et prlce In an 

Flnandat insbumonte at fei, value compnse finandal assets or finandal mmm. tha, ^ 
derivatives; 

combined instruments that are designated at fair value- 
instruments held for trading. A financial instrument is held for trading if- 

i" aCdU,rad “■ inCU,Ted pr, " clpa ">' <" *» P"^ 0« —<4 or repurchasing i, In fte near-temt; 
togethar andfcrvMchtinra ifwSenS'dl lnsl,0 "! ants *»> ara "tenaged 

are designated at fair value at initra?r^nl5Si f?nd determ,nab,e P a «* that 


O 
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U kiUdLIWABAUIU LQCAL MUMICtPAl ITY 

Annua, Rnanda, Statements for tha year ended 30 June 20 19 


financial instruments S cost definition of finan cia, instruments 










Initial recogrtition 

Fa.r vafuemethcds and assumptions 

“ martel inpuls and "W"*- llttte a7w S Se^S3lS?S PrlCinS m0dels maki "8 

effective interest rate method 

Amortised cest 

Financial Assets • Ciassffication 

JaeSrt and “W)«>a«a«ad or> Ihe fece of (he 

ancial asset is any asset that is a cash or contractual right to receive cash. 

month* qU h t6 h ' n 7 rthfixedor ^eterminablepaymentsthat 
316 a'aaalHad a snorvcuirentassets.Financialassefata^rtsedoM^re^frttyrwwnfee^ , 
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w« H wc.it VM BAN I y LOCAL fWUNICIPAI ITV 
Annua, Flnancia, Statements for the yeaSS^O^ 

Pollcies 


SSS 

measured at fair value are financia, assets that meet either of the foiiowing conditions' 

(a) derivatlves: 

JwJJjJ f 5* 181 reco S nil£, el or° f ftla ' ,olal tat ““ Wllh,lxe<l0 ' <leIenninaUe paymenis ttal are deslgnatea 

Sm^^ - * tave a w mafk e, ^ 

PosilionS £ lypssof " r “ nc iel assets ss reHected onthefaceotlhe Statement of Financial 

Cfaes 


Short-term Investment Deposit 
Bank Balances and Cash 
Long- Term Receivabies 
Consumer Receivables 
Other receivables 
Investment in Fixed deposr. 


Category 

Financial asset measured at amortised cost 
SSSS' "■*'meaaued,«.amortissS m 
Finfn?! *** measured «t amortised cost 
SJJJK aSS f! measured at amortised cost 

FkSS aSSe ! measured at amortised cost 
Financial asset measured at fair value 


«^ui vakmte^ liq^d irwe^ tments 3 reachf ^ < * #h **?* < inc,udin S «11 deposlts) Cash 

22?2 cas Z on hand - de P«its held on rafS^nte H r^Sf LnT 038,1 and «2h «|uivalents 

caah M oash eqohrataia =a fhamdaf asseir£aS^tr! < oZS; ^ munl< W£3£. 

iiwneta Liabllities - Classfflcation 

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. 
Flnancial iiabllrties m^SSdSfiSSJ? amStisS determinin 0 h °wtf, 8 yare measured. 

Financial pSK J firtencial ' iab " ittes as reflected on the face ofthe Statement of 

Type of Financiai Liabiiities 


Ciass 

Long Term Liabilities 
Other Creditors 
Bank Overdraft 


Category 

Financial liability measured at amortised cost 
Fmancial liability measured at amortlsed cost 
Financial liability measured at JEEJ S 
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UMUdWABANTU LOCAL MUMCtPAUTY' 

Annw Financial Satemems for tne yea, endeC 30 Jone 20,9 


Short Term /oans p- ... 

Current portion of Long Temi Liabtlit/es Flnancial tiabllity rneasured at amorjjsod oos* 

or“L C re aS ^ lhe or re^u'rchaM rn'm^Si'ciilSliTo'T® essenllall >'l’ eto fortrading (ie 


e^ncZf^ ^ ta *« d «> ««> fociiKy uliltW. Fina™* charges 

Initial recognition 
Firsancial Assets: 


on bank overdrafts are expensed 


ambutebte lo the aT* Plu® transacbon costs tbatare directly 

ssrs ros ,—-»- ,-es, aasirs 

and loans prepayments and operating lease receivables) 

Financial asset at amortised cost P ymentS ‘ hat are not *** * n an active market are cSS as ’ 

rniSiiiS aTfa?iSrsr tes'arm direal) ' a,mbu fo t ’ le 'fo" s =ction 
recognised ZSmenrTi“ SZS. 3 ' ^ «-^2,^ 

Inftfal measuremem of financial liabilities 

the StatementofFit^^ Stated at feir Value ’ with an V ^sulted gain or loss recognised in 

Financial Liabilities measured at amortised cost. 

SfES^^ 

reoordrtdi^rSrnSto Sir 1 “T'J?" 8 ' "Wtte on demand and overdrafls are 

y ^ -»«-asc t'ssaKs 'xsssixs? 

Mementei^STr^SroriSiiir 1 "* Prepsra,ton and Ptesentation of Fteanclal 

sr™ from 
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LOCAL MUkUCSPAUll 

a inancia) Statements for the year ended 30 June 2019 

Poficies 


Financial assels carried al amorlised cosl 

Accounte receivabies ertcompasses iong term debtors, consumer deblors and otber debtors. 

«S'l!S. a An'2Si,te‘ Llnat dJb^S"b ! ' K,sl “*>» »» 

ssarE^c£S«a3=r:‘~ 

nistorical lcss experience for assets with 1 -^ 1 ! ; evaluated for impairmertt are estimatefl nn ih Q L„ n 
relating to short-term receivables are not discounted 0 '£ 2 ^^ *£ " ~ 

Government accounts are not provided for as such accounts are regarded a$ recoverable. 

tSo ied h a th arn ° rtiSed ,oss direct| y for aB financial assets 

^iainst ^^^^^nce account^ub^ue^ra^v^^Q]^^^ 6 ^ 0 ^ ' S ce ^®^^^^c»Jlecttolet iMs*v^tten off 
^rfoIma^!^ n ^ eS ' n ^ 16 am ^°t are^rec^nfe^nHre^Stetemant^^^^gj 

impairmeitt of Flnandal Assets measured al cost 

S 1 not [F^asoradatfelirws'lite *" lnv6slmenl ln 6 msidual interest 

asset. Such Impalrment losses shall mjKT ' “* markel rate <» «um for a Sincial 

* Financial instruments at fair value 

* Financial instruments at amortised cost 
® Financial instruments at cost. 


AH financial assets measured at amortised 
Derecogriition 


cost, or cost, are subject to an impairment 


review. 
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UmpWABANTU LOCAL MUMCtPM ITY 

Annual F mancial Statements for the yearended 30 June 2019 


re S cove°abil°y her **'*** C ° UnCi ' 3PPrOVeS the of ^nancial Assets due to non- 

to control the transferred'rnun^^ltftyVecwSTO its 'retained fnT T^th ° f ° Wnership and continues 
liability for amounts it may have to Dav lf thp mnniHnai't * ■ , nferest in the asset and an associated 

ownership of a transferrS KcteK ^S^^L Ub f an,te,,y 0 " the risks and re * a * s of 
recognises a collateralised borrowing for the proceeds receS ° reC ° 9n,se the f,nancial asset and also 

2c:S£S^' Liabilities When ' and ° nly when - fhe muni cipality's obligations are 

financial liabJity) extingu?shl?oM™^^^^ financial liability (or part of a 

assets transferred or liabilities assumed, in the Statemert ofFtea^ ' nC ' Udin9 any n ° n ' Cash 

Reclassrficatk>n 


The entity does not reclassify a financial instrument while it is issued or held unless it is: 

• combined instrument that is required to be measured at fair value' or 

an ,nvestmenl ,n a r es.duaJ interest that meets the requirements for reclassification. 

from a host conLcThatte'a finandal ilSmment a?a Lte^S^pSinrdate^Vb 31 ^ ^ Separated 
the S ThTt; resWual lnterost ™asured et fair vaiue. 

longer available becomes the cost. COSt ' The carr y ,n 9 amount at the date that fair value is no 

previously not avaitebteTrTthf^ been a r^ Sid ^V n !f reSt f ° r which a measure was 

reclassifies the instrument from cost to fair value. 660 required to be measured at fa i r value, the entity 


Gains and losses 


A gain or loss arising from a change in the fair value 
value is recognised in surplus or deficit. 


of a financial asset or financlal liability 


measuredatfair 


firrr.rr t a sa,n - - ° „ 

amortisation process. nnanciai nability is derecogmsed or impaired, or through the 

Impairment and uncodectibilJty of financial assets 

asset or grSSJ^ff^rS^^S^S^imp^Sd 9 Whether there is any ob iective evidence that a financial 
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^gal mmapAUTY 

Ann Uo , Ftnancial Statements for the year ended 30 June 20 1 B 


Rnancial assets measured at amort/sed cosf 

satg^mmm. 

Ffnancial assets measured at cost: 


SSSSSS^ 1 rj- *■— 


Derecognition 
Financiai assets 


The e""' 1 ' — «™»>cW as 8els uslng ^ date acmimng 

The entity derecognises a financial asset only when: 


the entity transfeffto anShe?^^^ expire ' are settled or waived- 

financal asset; or P y sut>stant ' a ''y all of the risks and rewards of ownershipof’ the 

asse £ has transferred contrd^ rewards ownership of the financial 

sell the asset In its entir^h, ,r! another and the other oartv hJ*I™!^ n . cla '.. 


derecognise the asset; and 
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MW *3PAUTY 

oiaiements for the year ended 30 J Une 2019 


r ' 9hl a '" M0 “ n ' de ‘™" ed 0,1 ' he ɓaSfe " s totfo " ^ «» canying amoun , of , he ^ 

SSSSSSKxa 

• S “ S ?*«* *"ecarryinga mourt an«*e sum „ 

lf th© transferred asset js narf nf a #* 

sssysffls SSSSsS'^^ttSZSSSSEi* de r 9 ™’" in 

SHlsS|SSSSSrHr- 

asset, and Ihe assoc/ated liabifily nor ^^v^uefand Nelther the 

rmanrieil ' 


entily by way of aSmSSSSS d 2" t ** liaM »« «>« mTZ*Z!T%T? or llabiliaes 

"evenoe,^;^ 

Presentation 


on 


expenee In iUpta’oTdSSai lnS, ™ me "'" 8 com P'>nent tbat ie a financlal liabOlty ie recognieed as revenoe 


or 


is 


S?in“eo^i 


or a component that le a financial liabOlty i 


is recognised as 







^r 5 Sssls «s=-» 

8,9 ‘ ranS ' eTOd — 1 and *^SS ?r«T' *- “ "-** ^eccgnfc, the en% ^ ^ ^ 

110 RISk Manas «“"' - Bnencia, *»«, ,„, lfebmt|M 

the reporB^ ST a " d aX ' ent arisk * arisl "9 fcI2SSI5i^lS^i£I. l 5.?!? ^,e * a, aaements lo 


Risks and exposure are d/sdosed as fotiom: 

Credil Risk: 


iL . -"•''•np IU 

tne mumcipality is exposed 


on 


- MaxinSixpSSo 


' aB * riSk 001 covere£ J by collaterai is specified. 
Financial instmments covered by coiiaferal i 

Liquidity Risk: 


I ar e specrfied. 


M ’ Co| w*Hlon a | grants «id receipte 


fates in 
are met on 
- ensure 
, that shows 
statements. 

--* “**« ivv^ipis 

-sS3SS3 s s=i‘i--': 

Related parties 

tW*?“«■ Ka > ° ,er *» *« 

designated by the Municipal Managfr mafle 9ers reporting directly to the MwKi mJSJJJ'J j'Pj 
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«««C#*UTY 


year ended 30 June 2019 


1.14 Investments 

categwisatiorfareme(, o^SsandT 8 ’ are h ^°S Te^K^^ andsh °rt-termdeposits 

J* present v al°e of the expSted futum r^hfi ca,c “ lated as being the differe^Eif fh expense in ^ period 
difference befween tfie net^spSal ^ flow/n9 from th e instrument rJfSjf® the amount and 

F inancial Pertbaaance. " P ° Sal P '° Ceet ’ s «< aanying amoant fe Z^ofS/. 8 "fc. 

y °r creaited to the Statement of 

1-15 Leases 

Ffnance feases as lessee 

sTr e '7 ,eW8 ‘ sndlB *“■ 

_ . ar of the 


Municipafftyas fessor 



attiss 


of the 
/ncome 
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LfUt&f&ABAH i U LQOAL MU^CIPAf tYY 

A»n u „ F , nanc , a( s , Btemetlts fcr ite yaarendad -‘^j-- o ^ 


Mmtmg Pojicies 


1.16 


L0anS 

In terms of the Housing Act all oro^Hc f , " 9 Deve,opmen t Fund. 

K“is 

approval c the Ptovincta, MEC JSZttt*** *»Pin £ ■J2tS£?.3^“£ 

b/ 0» sale % pitK^X^^ wa s genereteU 

1-17Chengee (n accountine Dofictett toa PO‘»«'of«>aHous,n9Boe r d. 


■» — r-wu W ic. nerer to the note f 

Correction of Errors is anniiort m* . tements where applicable. 

* jccordance With 

liabilities and net assets for the eariiest pSVwhTchE^^ baTa^^e!? 

yet -*£E^^ standards that have been issued but are not 

t .18 Afforestation 

Pfentattons uncTS^S^'l^'^’»!«««»* to •» 

detennfned pre>taxaUon rate. toc reases ordecreww^ln 
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MUKiciPAttry 

oiatemenls for the year ended 30 June 2019 

IgJPolicies 


1.19tnventories 
(rtitial Recognition 

Mna,y ^ 

(le e 

Sul>se<,<ieMli(easu™men, 'temonlhe dale aequtM. 98 

2,6 ^ a * : 

SS«rf d FSSlt^ii!f '“1 s *™™4'!^nS ld a™ 

of invenlorles aX (^^* heWielnwl *" tt 4arosyT£^^ 

reAichon in ffie amount ol Inventories reci^nfeed^'an^wtpa^ Jnf^^nb^^a 
The carrying amount of inventorie<; is r _« . . 016 reversal occurs. 

=s:as s ir^r« - ^ ».s ^ 

Consumable stores areyalued s* thp u < p a isation to the cost of another asset. 

(amortisa«onr 09nrt,0n ^ ,0SS °* ttte ass e*’s future aFonon^tw^Eforservkje^^MMI 

K-bfiH 

—v —«a to «* dte(raa , rf „ ^ ^ Ms(s 

^rcTrrr^ 

UansacttonbetweenknoarfwlgsaaWe, wtutng'^rt^tesstheoostsoUhsposal - '" - - ^th ' 

In ^ea m .„, rfaaassatoraoas ^ u ^ tfB ^ teWra _^ 
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Usefuf l/fe is eilher; 

s,—. 

reduced lo its recoverable carrjfl . ng amo(jn{ ^ ^ ^ 

immediateTyTn iurplul TdtoT^ 31 C ° St ' eSS ^ ^umulated depreciation or amortisato is recognised 

sets of the unrt, pro rata on the basis of the carrying amount of each asset in the t 
The munfcipality assesses at pa h 3SSet n ™ uni ' 

'* rSr" 1 " 0uld - l ° SS does "« exoeed 

• - -e«in recugr„seu iur the assets 

fS at c0st ,ess accumulated depreciaOon or amortisation 

1-211 Empioyee benefits 

redund^cy imex<^^^ ^ 6 " 16 " 1 ** J an^oS' 

SeretoS^ 10 be S6tt,ed ^el5e n rTonthsS h the Tnd'TtheZZ TwShTe eTpj 031100 

Thfi ntiEnm;«iu.. ^ y®©S 


^ ^ payaofe. ^ ^ n| oiatemeot of 

SrSsssJSEas^^ 

^SSSESSSSS^SSS 



I rr, f . 

l ”” 1 F ' na " CiSl Stete ™'™= 'orL^a, 


^*p lansarechar9edasanexpenseas( ^ fei) ^ 

_. 


w y , aM uue. 


iuarial assumptions 

'°"S are measured on a basis tha{ reflects- 
estrmated future safary increases; 

tose S «S^'a^ lan (0r '“""S from ™>stru«ive oblisafion «« ^ ^ 

*"° Se changes vvere enacted before the reporting date; or 

5-^^tKShtR5£5'Ci^SS' 8 *■ —««■ »>«»rsedictabfe 
Assumptions about medical ^ ♦ <, P S or 9 enera ' salary levels 

;;7 7 “■ *-*" a "° ~xzss ? 3 ssr*^ «*. 

1.22 Ffov.slons and contingencies 

SSSttKT 1 " a *“ " * - a,e disaosed ie noies , ,„ nua , 

s^^^^aSsSSSssaa 
=r sasSSSsSSSSr S^S 

T) ttrr^SeZZltr t ^” 9 ^ W a " d «» ^ien 

The business or part of a businessronceJned; reStructurin 9 iden t«y at least: 
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Th 6 , ^ ^i^C, P a, focat 'ons affected 

!5 m,ina »'4° , L?‘Si a " d approxinlate "unrtw of emp/oyees wfn mh pe como 

W ^£iSS~ :and 

and rente,s - -«««- 00 .«™ WKtk)n baste 
Div/dends are recognised on the date thaf th^ • • 

6 municipa/fty bacomes entiHprf tn 

Revenue arising from the aDDli«*«n , ,u d rece,ve the d 'vWends 

Income for agency services is n> y °' l,censes and permits. 

1.9^1 £_ 


124 Rev *" ue """-ewtanBe t ran..ctio n : 

SSSs.t>s*ss:ks"~ 

Control ur,om, c or service 

M Of „3 

sssssassBsssost^ 

"naffy interesf on unpaid rates is recognfsed on tfie tfme proportfan ɓaafe. 
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AnnualFinan^r^atei^^Jf 1 MU ^ C ^AU7Y 

oiatements for fhe yearended 30 June 2019 

Accourdmg Poflcies 


Fines constitute both spot fines and summonses. 

Revenue spot fines an<J summ _ s „ ^ ^ ^ ^ 

e< U ieme n „«S~ o, p roperty , pten , a „ 

brought into ^ ^ eqU,pment a ' e ^gnised when such items of property, p,ant and equipment are 

Fines 

for recosnSs a“eSr^Tp* rK * ivalIle meete »* »efinltlon of sn assef and satfsfias the cffe™ 

Assefs arising from fines are measured at ftie estimale of the inflow of resources lo fhe municlpality. 

t.25 Trade payabfes and borrowings 

Borrowing costs are interest and other P y nor ,o^ ■ 

Rdrrowing costs are recegnlsed as an e ^ ^" <lh lhe «fends. 

ecogmsed as an e^rense ,n fhe penod l„ «*«, ^ are , ncuTOj 

1.26 Comparative figures 

- 

6Venue ' n the Statement of Financial 

4 06 i-_ 


1.28 Fruftles* and wastefui expenditure 


SSS *" «*- ^ 

Sfatementof FinancialPerfbrmance. W reoovered > '* « suɓsequently accountedfor^re^enue II! tte 

1.29 Irregular expenditure 

expenditure ,s fhe, is oo*^ ,o M unfclpa , Flnarare ^ ^ 
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KUNICIPAUrv 

iaremen(s for the year ended 30 June 2019 


r::zr ut —=—^-isgs 

The preparation of the annuai fina * i 

«*. , e use of 

areas where assumptions and estimat« , eS ' Thearea s invoiving a hiaher denree A u . d ® ment ln the process of 

IhoseesBmMee. ms and a «“™ 'hey may unt(erteke , p m amamenis ™ 

< _ e _ . s u timafe, y may differ 

1-31 Trade and other recefvabies 


ntJr^ 5 re P a ym e nts and imi 

outstandmg amounts at year-end col,, " dte 's madefor doubtfni r^h/V. ?' ^’ymg amount, dIu* 

bankruptcy or financial reorganization °^ nt financial difficulties of the debtor nmh based on a review of ali 

1-32 Cash and cash equfvalent 

I^^^«SS 5 S^-W 

1.33 Budget infiormatfon 

*— aa — _ . 

^«^Sa 35 SH^S^ 
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't'Y A il5 tJ F-i | f [. I : ^ j (- 

Annual Financie! Siatemenis for ths yeerended 30 June 2019 


Penally Interest on unpald rates is reeognised on the time proportion basis. 

Fines constitute ɓoth spot fines and summonses. 

Revenue tnom spol fines and summonses is recognlsed when payment Is recelved. 

o, property, plan, and 


equipment are 


brougSo Ss°e Perty ' P ' ant ^ equipment are r ecognised when such items of property, plant and 

procedures, inclu^ng X^seT^ pj'g less !J d wastefLl1 expenditure is based on legislated 

recognised when lhe?ecovery ^^fron^ttie^res^IsSl^^ncHorsor o^ate^s^Wrtuaffy 

Fines 

forrecognilionasanasscTasperGRAP? 6 rsceivaWemeetsthe deflnitiono,anasselandsatisfles Ihecrlteria 
Assete arising ,mm flnes are measured e, fl* eslimate o, »* Irttow of resources ,o Ihe munidpality 
1.25 Trade payables and borrowings 

Borrowing cosls are interest and other expenses Incuned by an entlty ln connection with Ihe borrowlng of funds 
Borrowing cos tt are reoognised as an expense in the period In which diey ere incurred. 


1.26 Comparative figures 

Budgeted arnoums heve been Induded in the Annua, Finande, StetemenU, *, «,e cunen, flnamda, yee, 

prior period 

1.27 Unauthoiised expendfture 

condition of^^Sion fr^* 1 anotherHS^of^S® 1 ^ f ° r ’ expenditure that <s not rn terms of the 

expenditure in the form of a granrthatTnot ™rS? e ° f 9 °? rnment ' ™nicipality or organ of stete and 
NO rf 56 of 2003). UhJh£ffi^ 

pSZfSS. and Wh6 " r6C0Vered ' “ 18 su ^equently acoounted for as^enSeh aSESJ F SSS 

1.28 Fruitiess and wastefui expenditure 

reasonabie cmb£! Vain and wou,d have been avoided had 

Staternent of Financial Performance and vtfitre reooveredTfc^h^? a JP° un,ed for as expenditure in the 
Statement of Financial Performance. ’ S sudsec,uen, y acc °unted for as revenue in the 

1.29 Irreguiar expenditure 
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Afinaai Financia/ St?Jtemenis for the year endec 30 June 2010 


SSwTig R " B ance M f na ,r enl Acl <Ac ' N ° 56 »' 

contravention of the Mlnlclp.lity- t t ^^ n 0 !S'^^^ 0 ^®S ,ere A “ Acl No 2 ° of » I. in 
expenditure. Irregular expenditure is accounied for as exDendihjre fn jhf cj T expen( J lt i , . re ex cludes unauthorised 
»here recovered, i,, euUuentiy ^ 


1*3v U&z of esfjmafes 

The preparation of the annual financial statements in conformity with Standards nf prap mn ■ 

certam critical accounting estimates. Jt also reouirp<i mananemLt ♦ requires the use of 

applying the municipality’s accounting policies The areas involvina a hLhlf h*' S 6 ' tS J f tjd 5 ment in the P rocess of 
areas where assumptions and estiSa^ de9re f , of JUd9m6nt or complexity, or 

relevant sections of the annual financial statements AlthomMhes^timtTf stetements are d'sclosed in the 
knowledge of current events and actions thtv mav unSS^n tL A T ? aSed on mana S e ment's best 
from those estimates. Y V undertake ,n the futore - actual resulte ultimately may differ 

1.31 Trade and other recelvables 

l !M andi 

interest, less repayments and impairments An estimate is ma »for dS htfirt? t0 . the ni,ial rarr y»ng amount, plus 
outstanding amounte at year-end StanSSrt 1 rece ! va 1 b .! es based on 0 re v®w of ali 
bankruptcy or financial reorganization and default or delinni i Bn ™ ■ ebtor ’ Probability thal the debtor will enter 
considered indicators that the teSTr^ payments (more than 30 days overdue) are 

future cash fiows to their present value Amounts that arSeSShll^if^ determ,ned b V d'scounting expected 
classified current. ™ are rece,vaWe ™ months from the reporting date are 

TTSz Cash and cash equivalent 

are short-term highly 1 liquid ^invesfrnents^readily convertible^info'k kS * indudin9 cail de P° sits )- Cash equivalents 
registered bankirtg institutions with maturities of three month* nr 10 «°^ amounts of cash bst are held with 
char in value. For the purposes oHhec^^ %£ Lh ® h SUb e ° l t0 an insi 9 nifica nt risk of 

hand. deposits held on call with banten?tof tank^SStTfhf d e ° U,valents ®»"pri8e of cash on 
equivalents as financial assets: loans and receivables. ^ ^ munic,pallt y ^Sonses cash and cash 

"«* "S* are -P-ed as 

liabilities carried are amortised cost. egorised as financial liabilities: other finandal 

1.33 Budget infonnation 

equivafenl? whiS teSn effS^ authorizations (or 

obtained and^used in accordanS'wfthtte^ mformation on whether resources were 

rctualSunts" 10 " 0 ^ *" *“ ^ have ^ 'rded iMhe State^ 2 
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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30, 2019 

NOTES TO THE FINANCIAL STATEMENTS 





2019 

2018 

Restated* 

2 Investment property 





Investment property 


— 

2 702 000 

2 702 000 

Reconciliation of Investment property - 2019 

Opening balance 

Revaluation 

Disposal 

Total 

Investment property 

2 702 000 

- 

- 

2 702 000 

Reconciliation of Investment property - 2018 

Opening balance 

Revaluation 

Disposal 

Total 

Investment property 

1 459 000 

1 366 000 

(123 000) 

2 702 000 


Details of Property 

Various land where council intends using it for future development and the fair value disclosed was based on the valuation by an 
independent valuer, BPG Mass Appraisals , who holds a recognised and relevant professional qualification and has recent 
experience in the category of the valued investment properties. The properties are all vacant residential properties. 

The fixed date for the general valuation date was 1 July 2017, the next valuation date is 2022. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for inspection 
at the registered office of the Local Municipality. 


3 


Property, plant and equipment 



2019 


2018 

Cost 

Accumulated Carrying Value 

Cost 

Accumulated Carrying Value 

Valuation 

depreciation 

Valuation 

depreciation 


and accumulated 


and accumulated 


impairment 


impairment 


Land 

44 138 797 

- 

44 138 797 

44 138 797 - 


44 138 797 

ɓuildings 

88 814 010 

(12 803 484) 

76 010 525 

57 620 389 

(10 783 420) 

46 836 969 

Plant and machinery 

13 089 754 

(6 493 998) 

6 595 756 

9 777 148 

(5 747 970) 

4 029 177 

Furniture and fixtures 

3 106 332 

(1 751 415) 

1 354 917 

2 228 031 

(1 624 068) 

603 964 

IT equipment 

3 267 104 

(1 759 555) 

1 507 549 

2 997 195 

(1 456 593) 

1 540 601 

Roads 

181 172 792 

(43 302 149) 

137 870 643 

171 679 108 

(35 072 712) 

136 606 396 

Transport Assets 

12 618 908 

(4 964 851) 

7 654 057 

10 811 341 

(4 084 769) 

6 726 572 

Other Leased Assets 

311 245 

(236 764) 

74 482 

982 017 

(676 721) 

305 295 

Afforestation 

2 641 800 

(883 665) 

1 758 135 

2 641 800 

(785 904) 

1 855 896 

Solid Waste 

33 101 852 

(3 545 113) 

29 556 739 

33 047 531 

(2 340 776) 

30 706 755 

Electricity 

12 923 533 

(7 125 844) 

5 797 688 

12 923 533 

(6 699 126) 

6 224 406 

Total 

395 186 127 

(82 866 839) 

312 319 288 

348 846 889 

(69 272 060) 

279 574 829 
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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30,2019 

NOTES TO THE FINANCIAL STATEMENTS 
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uMuziwabantu Local Municipality 

Financial Statements for the year ended June 30, 2019 

NOTES TO THE FINANCIAL STATEMENTS 
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The useful lives for intangible assets is 3-5 years. Intangible assets are amortised over their estimated useful lives using the straight-line method. 
No intangible assets have been pledged as securities for liabilities. 

There is no amount of contractual commitments for the acquisition of intangible assets. 
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Financial Statements for the year ended June 30, 2019 

NOTES TO THE FINANCIAL STATEMENTS ___ 

2019 2018 

_ Restated* 


5 Employee benefit obligations 

Calculation of Post employment Medical Subsidy: 


Independent valuer, Arch Actuarial Consulting, carried out a statutory valuation on an annual basis 
The principal actuarial assumptions used were as follows: 


Discount rate per annum 

9,89 % 

9,79 % 

Healthcare cost inflation 

7,25 % 

7,51 % 

Net discount rate 

2,46 % 

2,12 % 

Example of mortality rates used were as follows: 




Female 

Male 

Average retirement age 

62 

62 

Mortality during employment 

SA85-90 

SA85-90 

Members withdrawn from services: (Average for males and females) 




Female 

Male 

Age 20 

9 % 

9 % 

Age 30 

6 % 

6 % 

Age 40 

5 % 

5 % 

Age +50 

3 % 

3 % 

Age +55 

0 % 

0 % 

The amounts recognised in the Statement of Financial Position were determined as follows: 


Present value of funded obligations 

5 471 339 

3 744 996 

Fair value of plan assets 




5 471 339 

3 744 996 

Movements in the defined benefit obligations is as follows: 



Opening balance 

3 744 996 

3 309 097 

Current service cost 

312 919 

294 935 

Actuarial (gains)/losses 

1 099 054 

(141 384) 

Benefit payments 

(49 577) 

(46 452) 

Interest cost 

363 947 

328 800 


5 471 339 

3 744 996 

Post-employment medical benefits loss 

n/a 

n/a 

Medical (gain) / loss 

5 471 339 

3 744 996 


5 471 339 

3 744 996 

Statement of Financial performance obligation for: 



Medical (gain) / loss 

1 099 054 

(141 384) 
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5 Employee benefit obligations (continued) 

Calculation of Long Service Bonus Awards: 

Independent valuer, Arch Actuarial Consulting, carried out a statutory valuation on an annual basis 


The principal actuarial assumptions used were as follows: 

Discount rate per annum 

8,29 % 

8,59 % 

Healthcare cost inflation 

5,62 % 

6,41 % 

Net discount rate 

2,53 % 

2,05 % 

Example of mortality rates used were as follows: 


Female 

Male 

Average retirement age 

62 

62 

Mortality during employment 

SA85-90 

SA85-90 

Members withdrawn from services: (Average for males and females) 


Female 

Male 

Age 20 

9 % 

9 % 

Age 30 

6 % 

6 % 

Age 40 

5 % 

5 % 

Age 50 

3 % 

3 % 

Age +55 

- % 

- % 

The amounts recognised in the Statement of Financial Position were determined as follows: 


Present value of funded obligations 

1 628 636 

1 851 872 

Fair value of plan assets 

- 

- 


1 628 636 

1 851 872 

Opening balance 

1 242 699 

1 851 873 

Current service cost 

214 486 

(411 649) 

Actuarial (gains)/losses 

242 136 

24 738 

Benefit payment 

(223 256) 

(353 919) 

Interest cost 

152 571 

131 656 


1 628 636 

1 242 699 

Statement of Financial performance obligation for: 

Post-employment benefits loss 

n/a 

n/a 

Long service award (gain) / loss 

1 628 636 

1 242 699 


1 628 636 

1 242 699 

Post-employment benefits loss 

n/a 

n/a 

Long service award (gain) loss 

242 136 

24 738 


242 136 

24 738 
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5 Employee benefit obligations (continued) 
Key assumptions used 


The salaries used in the valuation include an assumed increase on 1 July 2018 of 7.36% as perthe SALGBC 
circular no: 02/2017. The next salary increase was assumed to take place in 1 July 2019. 

Health Care Cost Inflation 

This assumption is required to reflect estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs( for example, due to technological advances or changes in 
utilisation patterns). 

A health care cost inflation rate of 8.29% has been assumed. This is 1.5% in excess of expected CPI inflation 
over the expected term of the liability, namely 6.77%. A larger differential would be unsustainable, eventually 
forcing members to less expensive options 

Replacement ratio 

This is the expected pension as a percentage of the final salary, at retirement. This assumption is required 
to determine the income band at retirement of members since some contributions rate tables are income-dependant. 
A replacement ratio of 65% was assumed. Income bands are assumed to increase with general salary inflation 
and therefore an explicit salary inflation assumption is not necessary. 


6 Plantation Inventories 

Opening Balance 31 483 943 27 807 843 

Gains / (Losses) on changes in plantation standing timber value 6 326 173 3 676 100 

Afforestation inventory 

Total 37 810116 31483 943 


Plantation inventories represents consumable biological assets held for harvest as an agricultural produce and yet to attain 
harvestable specifications. The movement of R6 326 173 during the year represents a gain from changes in fair value. 
Plantation inventories are stated at fair value less estimated point of sale costs, based on the present value of net future cash 
flows from the asset discounted at a market determined pre-taxation rate. The scheme reviews its outlook for standing timber 
prices regularly in considering the need for active financial risks management. 


7 Inventories 

75 394 139 307 

82 748 115 707 

27 700 _ 71 237 

185 842 326 251 


Inventory has been recorded using the weighted average cost method. Consumables are carried at lower of cost or current 
replacement cost. Materials are carried at lower of cost or net realisable value. No inventory values were written-down or reversec 

The amount of inventories recognised as an expense during the period: 

Materials and Supplies - Electrical equipment 488183 425 451 

Consumables @ standard rate 814 604 1 131 686 

Agricultural - Afforestation scheme: 

_ 1 302 787 _ 1 557 137 

No inventory is pledged as security for any liabilities. 


Materials and Supplies 
Consumables 
Afforestation scheme 
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8 Receivables from exchange transactions 


Gross balances 


Electricity 

4 289 136 

3 815 829 

Refuse 

1 246 495 

982 649 

Other debtors 

4 541 698 

3 534 231 

Deposits 

10 400 

10 400 


10 087 729 

8 343 108 

Less: Allowance for impairment 

Electricity 

(1 197 556) 

(953 762) 

Refuse 

(839 929) 

(609 864) 

Other debtors 

(1 046 291) 

(1 046 291) 


(3 083 776) 

(2 609 917) 

Net balance 

Electricity 

3 091 580 

2 862 067 

Refuse 

406 567 

372 785 

Other debtors 

3 495 407 

2 487 940 

Deposits 

10 400 

10 400 

Ageing of Exchange Transactions 

Electricitv 

Not pastdue: 

7 003 954 

5 733192 

Current (0 - 30) 

1 918 698 

1 900 333 

Past due: 

31 - 60 days 

719 255 

735 891 

61-90 days 

287 588 

283 084 

91-120 days 

135 701 

148 264 

121 -365 days 

590 151 

416 687 

> 365 days 

637 742 

331 569 

Refuse 

Not past due: 

4 289136 

3 815 829 

Current (0 - 30) 

211 877 

198 455 

Past due: 

31 - 60 days 

122 472 

145 460 

61 - 90 days 

88 476 

83 258 

91-120 days 

73 632 

61 477 

121 -365 days 

346 373 

267 810 

> 365 days 

403 666 

226 187 


1 246 495 

982 649 

Reconciliation of allowance for impairment 

Balance at beginning of year 

(2 609 917) 

(829 102) 

Contributions to provision 

(473 859) 

(1 780 815) 

Impairment reversed 

- 

- 

Debt written off 

- 

- 


(3 083 776) 

(2 609 917) 


The Credit Policy states that the average credit period is 30 days. Management has profiled each debt and 
considered the effect of any impairment in the value of outstanding debt. 

No carrying amount of financial assets has been pledged as collateral for liabilities or contingent liabilities. 
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9 Receivables from non-exchange transactions 
Gross balances 


Rates 

19 604 512 

15 897 736 

Overpayment 

27 100 

- 

Traffic Fines 

1 953 520 

1 731 520 


21 585132 

17 629 256 

Less: Allowance for impairment 

Provision for bad debts - Property rates 

(10 572 954) 

(8 849 615) 

Provision for bad debts - Traffic fines 

(1 942 420) 

(1 731 520) 


(12 515 374) (10 581 135) 


Net Balance 

Rates 

9 031 558 

7 048 121 

Overpayment 

27 100 

_ 

Traffic Fines 

11 100 

_ 


9 069 758 

7 048121 

Reconciliation of allowance for impairment 

Balance at beginning of year 

(10 581 135) 

(7 572 266) 

Contributions to provision 

(1 934 239) 

-3 008 869 

Rates 

Not pastdue: 

(12 515 374) 

(10 581 135) 

Current (0 - 30) 

1 304 715 

1 269 434 

Past due: 

31-60 days 

903 159 

1 049 340 

61 - 90 days 

768 881 

745 997 

91 -120 days 

704 622 

677 859 

121 - 365 days 

4 163 165 

2 886 751 

> 365 days 

11 759 969 

9 268 355 

Overpayment 

Not past due: 

19 604 512 

15 897 736 

Current (0 - 30) 

27 100 

- 


Traffice Fines 

Not past due: 

Current (0 - 30) 

22 800 


Past due: 

31 - 60 days 

59 500 

_ 

61 - 90 days 

42 800 

- 

91-120 days 

29 450 

_ 

121 - 365 days 

67 450 

_ 

> 365 days 

1 731 520 

1 731 520 


1 953 520 

1 731 520 


No carrying amount of financial assets has been pledged as collateral for liabilities or contingent liabilities. 
Provision for impairment on property rates was not done in prior years and has been done in current and prior year 
figures have been restated. 

The prioryearbalancefortrafficfines relates to 2017 and prior years. 
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9 Receivables from exchange and non-exchange transactions (continued) 


Receivables from exchange and non-exchange transactions by customer classification 


Consumers 


Current (0 - 30) 

1 016 471 

994 615 

31-60 days 

716 473 

715 438 

61-90 days 

540 263 

553 768 

91 -120 days 

457 367 

446 108 

121 -365 days 

2 752 813 

2 077 342 

> 365 days 

10 229 515 

5 228 148 


15 712 902 

10 015 419 

Industrial / Commercial 

Current (0 - 30) 

2 773 220 

5 342 938 

31-60 days 

753 761 

989 376 

61-90 days 

446 940 

381 951 

91-120 days 

269 308 

289 778 

121 -365 days 

1 743 247 

1 228 232 

> 365 days 

4 051 144 

3 114 398 


10 037 620 

11 346 673 

National and Provincial government 

Current (0 - 30) 

484 932 

519 586 

31-60 days 

266 524 

212 476 

61-90 days 

146 955 

166 515 

91-120 days 

147 989 

138 728 

121 - 365 days 

544 834 

358 374 

> 365 days 

4 331 106 

3 214 592 


5 922 340 

4 610 272 

Total 

Current (0 - 30) 

4 274 622 

6 857 139 

31 - 60 days 

1 736 758 

1 917 290 

61-90 days 

1 134 158 

1 102 234 

91-120 days 

874 664 

874 613 

121 - 365 days 

5 040 894 

3 663 948 

> 365 days 

18 611 765 

11 557 138 


31 672 861 

25 972 364 

Reconciliation of allowance for impairment 

91-120 days 

(323 558) 

(209 741) 

121 -365 days 

(248 620) 

(169 997) 

> 365 days 

(15 026 972) 

(12 811 314) 


(15 599150) 

(13191 052) 

Net balance 

16 073 711 

12 781 312 

10 VAT 

VAT receivable 

4 409 643 

3 408 392 


VAT is payable on the cash basis. Once payment is received from debtors, VAT is paid over to SARS 
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11 Cash and cash equivalents 

Cash and cash equivalents consist of: 


2018 

Restated* 


Cash on hand 
Bank balances 
Short-term deposits 


The Local Municipality had the following bank accounts 

Account number / description 


3 976 
4 771 023 
159 852 812 

164 627 811 


497 
9 671 960 
155 051 930 

164 724 387 


Bank statement balances 


Cashbook balances 





30 June 2019 

30 June 2018 

30 June 2019 

30 June 2018 

Nedbank - Account number: 

116 503 3615 

Primary Account 

3 672 400 

9 289 605 

3 671 800 

9 289 610 

FNB - Account number: 

50932742767 

Current-Afforestation 

1 099 223 

382 535 

1 099 223 

382 350 

FNB - Account number: 

61240006266 

Call account 

536 216 

517019 

536 216 

517 019 

FNB - Account number: 

62618238655 

Call account 

636 791 

596 882 

636 791 

596 882 

FNB - Account number: 

62605479767 

Fixed deposit 

22 971 214 

21 529 210 

22 971 214 

21 529 210 

FNB - Account number: 

71767247300 

Call account 

- 

20 000 000 

- 

20 000 000 

FNB - Account number: 

62766746542 

Call account 

7 425 

6 959 

7 425 

6 959 

Nedbank - Account number: 

0371 6501 8956/01 

Call account 

12 767 

368 315 

12 767 

368 315 

Nedbank - Account number: 

0371 6501 5337/01 

Fixed deposit 

373 427 

350 066 

373 427 

350 066 

Nedbank - Account number: 

0371 6501 4802/0016 

Call account 

448 119 

420 086 

448119 

420 086 

Nedbank - Account number: 

0371 6501 4802/01 

Call account 

9 349 225 

8 764 363 

9 349 225 

8 764 363 

Nedbank - Account number: 

0371 6501 8956/18 

Call account 

727 191 

681 681 

727 191 

681 681 

Nedbank - Account number: 

0371 6501 3008/77 

Call account 

69 066 

3 817 966 

69 066 

3 817 966 

Nedbank - Account number: 

0371 6502 6169/6 

Call account 

- 

27 000 000 

- 

27 000 000 

Nedbank - Account number: 

037165013415/03 

Call account 

2611 215 

10511 

2611 215 

10511 

Nedbank - Account number: 

037165013415/31 

Call account 

- 

15 598 662 

- 

15 598 662 

Nedbank - Account number: 

0371 6502 6169/01 

Call account 

21 412 099 

3 379 412 

21 412 099 

3 379 412 

Nedbank - Account number: 

03716506169/10 

Call account 

21 000 000 


21 000 000 


Investec - Account number: 

1100529803451 

Fixed deposit 

- 

27 000 000 

- 

27 000 000 

Investec - Account number: 

1100 5298 03452 

Fixed deposit 

- 

25 000 000 

- 

25 000 000 

Investec - Account number: 

1100529803500 

Fixed deposit 

44 892 252 


44 892 252 


Standard Bank 

258884908003 

Fixed deposit 

17 400 000 

- 

17 400 000 

_ 

Standard Bank 

258884908001 

Fixed deposit 

17 395 006 

- 

17 395 006 

_ 

Afforestation investment 



10 799 

10 799 

10 799 

10 799 




164 624 435 

164 724 070 

164 623 835 

164 723 890 


The difference of R600 in current year relates to the primary account of uMuziwabantu Local Municipality is due to an error that was made by the bank. 


12 Revaluation reserve 

Opening balance 
Revaluation of Property 
Closing Balance 


53 515 969 26 468 400 

_-_ 27 047 569 

53 515 969 53 515 969 


No revaluation of property, plant and equipment was done this year as there has been no changes to the value of land as per the Valuation Roll. 
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2019 2018 

Restated* 


13 Leases 

Finance lease obligation 
Minimum lease payments due 


-within one year 

105 631 

351 793 

-in second to fifth year 

11 038 

62 480 


116 669 

414 273 

iess: future finance charges 

(4 488) 

(21 959) 

Present value of minimum lease payments 

112182 

392 314 

Present value of minimum lease payments due 

-within one year 

105 631 

305 209 

-in second to fifth year 

11 038 

60 672 


116 670 

365 880 

Non-current liabiiities 

11 038 

60 672 

Current liabilities 

105 631 

331 643 


116 670 

392 314 


The Local Municipality leased three vehicles for a period of 3 years which expired in February 2019. The Local Municipality 
photocopier machines for period of 3 years and tablets for a period of 2 years. Lease instalments are payable monthly 
at the end of the month. Incremental interest rate was charged at 10,5% per annum. No restrictions are imposed by lease 
arrangements. The lease agreements do not provide for contingent lease payments. 


Operating lease 


Operating lease payments recognised 

295 270 

292 492 

Operating lease payments liability 

4 729 

6 621 


The Locai Municipality is leasing a building for a period two years. Lease agret;rrient does not provide for contingent rent 
rent payments. Lease payments are subject to escalation at a rate of 8% over the iease period. No restrictions are 
imposed by lease a arrangement. Difference between the amounts recognised as an expense and the contractual 
payments that has been recognised as an operating lease asset or liability. 

14 Unspent conditional grants and receipts 

Unspent conditional grants and receipts comprise of: 


Small Ton Rehabilitation Grant 

1 805 466 

2 091 173 

Land Use Management Systems Grant (LUMS) 

73 000 

73 000 

Govemment Expect Grant 

7 890 

7 890 

Integrated National Electrification Programme Grant 

954 

1 780 972 

Disaster Management Grant 

400 000 

- 

Sports and Recreation Grant 

45 680 

- 

Housing Grant 

2 498 906 

2 695 553 


4 831 895 6 648 588 


Movement during the year 


Balance at the beginning of the year 


6 648 588 

3510117 

Receipts during the year: 


33 094 000 

44 457 553 

- Operational grants 

Note 23 

10154 000 

10 772 553 

- Capital grants 

Note 24 

22 940 000 

33 685 000 

Revenue recognition during the year: 


(34 910 692) 

(41 319 082) 

- Operational grants 

Note 23 

(11 684 985) 

(6 424 031) 

- Capital grants 

Note 24 

(23 225 707) 

(34 895 051) 



4 831 896 

6 648 588 


These amounts are included in the cash and cash equivalents in Note 11 

The Local Municipality complied with the conditions attached to all grants received to the extent of revenue recognised. 
See note 22 and 23 for reconciliation (detailed movement) of grants from National/Provincial Government. 
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15 Provisions 


Reconciliation of provisions 2019 


Environmental rehabilitation of landfill site 

Opening balance 

4 125 456 

Movements 

391 918 

Total 

4 517 374 


4125 456 

391 918 

4 517 374 

Reconciliation of provisions 2018 

Environmental rehabilitation of landfill site 

Opening balance 

3 767 539 

Movements 

357 916 

Total 

4125 456 


3 767 539 

357 916 

4125 456 


The Harding general waste landfill site is amortised over a period of 25 years as per USK Consulting report (engineer). 
The future vaiue at inception forthis rehabilitation is R21 131 293.68. The present value is calculated as follows: 


Interest - 9.5% 

Number of years-25 

The present value is R 4 517 374 that was capitalised as at end of 2018/19 financial year. The depreciation is calculated 
on the straight line basis. The provision of the landfill site increases at a 9.5% rate per annum. In the current financial year 
an amount of R 391 918 increased the provision. 

The landfill site is registered with the Department of Environmental Affairs. 


16 Payables from exchange transactions 


Trade payables 

3 901 474 

7 409 254 

Accrued bonus 

1 383 287 

1 205 351 

Leave accrual 

3 801 948 

3 181 286 

Other creditors - Afforestation 

387 072 

270 411 

Retention 

2 140 055 

2 421 105 


11 613 837 14 487 407 


The average credit period on purchases is 30 days from the receipt of the invoice as determined by the MFMA. 


17 Consumer deposits 

Hall hire deposits 25 106 45 634 

E lectricity _ 528 367 _ 527 567 

553 473 573 201 


18 Investment revenue 

Interest revenue - Bank 13 578 663 11 273 396 


The amount disclosed in the Investment revenue arising from the invested funds that are not immediately required. 


19 Rental of facilities and equipment 

Rental of facilities and equipment 224 995 81 902 
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2018 
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20 Revenue 



Afforestation Scheme sales 

9 715 536 

7 502 432 

Services charges 

33 472 426 

33 035 652 

Rental of facilities 

224 995 

81 902 

Licence and permits 

2 036 508 

1 699 906 

Agency services 

244 916 

377 738 

Other income 

970 791 

1 008 721 

Interest received - investments 

13 578 663 

11 273 396 

Property rates 

26 608 887 

27 220 633 

Property rates - penalties 

2 274 684 

1 434 502 

Government grants and subsidies 

96 248 591 

86 094 031 

Capital grants 

23 225 707 

34 492 888 

Fines, Penalties and forfeits 

258 950 

15 250 

— 

208 860 654 

204 237 052 

The amount included in revenue arising from exchange of goods or services are as follows: 



Afforestation Scheme sales 

9 715 536 

7 502 432 

Services charges 

33 472 426 

33 035 652 

Rental of facilities 

224 995 

81 902 

Licence and permits 

2 036 508 

1 699 906 

Agency services 

244 916 

377 738 

Other income 

970 791 

1 008 721 

Interest received - investments 

13 578 663 

11 273 396 

— 

60 243 835 

54 979 748 

The amount included in revenue arising from non-exchange transactions are as follows: 



Property rates 

26 608 887 

27 220 633 

Property rates - penalties 

2 274 684 

1 434 502 

Government grants and subsidies 

96 248 591 

86 094 031 

Capital grants 

23 225 707 

34 492 888 

Fines, Penalties and forfeits 

258 950 

15 250 


148 616 819 

149 257 304 

21 Property rates 



Rates levied 



Residential 

5 090 164 

6 104 880 

Commercial 

8 869 490 

9 604 595 

State 

11 240 858 

10 000 000 

Agriculture 

1 404 418 

1 506 837 

Public Service Infrastructure 

3 957 

4 321 


26 608 887 

27 220 633 

Property rates - penalties imposed 

2 274 684 

1 434 502 

-— 

28 883 571 

28 655 135 

All registered indigents receive a monthly subsidy of 100% rebate on rates which is funded from the Equitable Share Grant 

Valuations 



Residential 

548 918 000 

548 918 000 

Commercial 

490 841 000 

490 841 000 

State 

663 285 000 

663 285 000 

Agriculture 

435 983 000 

435 983 000 

Public Service Infrastructure 

35 170 000 

35 170 000 

Communal 

136 160 000 

136 160 000 

Municipal 

46 122 000 

46 122 000 

Public Benefit Organisation 

28 742 000 

28 742 000 

Tourism 

29 900 000 

29 900 000 


2 415 121 000 

2 415121 000 


Valuations on land and buildings are performed every five years. The last general valuation came into effect on 1 July 2017. 
Interim valuations are processed to take into account changes in individual property values due to alterations and subdivisions. 
Different rate randages for Residential, Commercial, Industrial and State properties are applied to property valuations to 
determine assessment rates. Rates are levied annually. Interest is levied on outstanding rates. 
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22 Service charges 

Sale of electricity 31 083 338 30 754 942 

Refuse removal 2 389 088 2 280 714 

33 472 426 33 035 656 


23 Operational grants 


Equitable Share Grant 

82 520 972 

78 496 418 

Other Government Grants 

- 

528 004 

Free Basic Electricity: Equitable share 

3 823 605 

3 392 609 

Financial Management Grant 

1 900 000 

1 900 000 

Provincialisation of libraries (Cyber cadet) Grant 

1 591 000 

188 000 

Library Subsidy Grant 

- 

583 000 

Exoanded Public Works Programme (EPWP) 

1 213 000 

1 006 000 

Housing Grant 

196 647 


Intergrated National Electrification Programme Grant 

4 999 047 

- 

Sports and recreation Grant 

4 320 

- 


96 248 591 

86 094 031 

Conditional and Unconditional 

Included in above are the following grants and subsidies received: 



Equitable share 



Operating: 

Current year receipts 

82 520 972 

79 670 000 

Conditions met - transferred to revenue 

(82 520 972) 

(79 670 000) 


- 

- 

Capital: 

Current year receipts 


99 609 

Conditions met - transferred to revenue 

- 

(99 609) 


- 

- 


In terms of the Constitution, this unconditional grant is used to subsidise the provision of basic services . It has been 
utilised to co-fund operating activities to assist the Local Municipality to efficiently provide service delivery. 


Intergrated National Electrification Programme Grant 

1 780 972 
(1 780 972) 

5 000 000 4 000 000 

(4 999 046) (2 219 028) 

954 1 780 972 


ɓalance unspent at beginning of year 
Unspent grants surrendered 
Current year receipts 
Conditions met - transferred to revenue 


Conditions still to be met - remains a liability. 

This grant was provided by Eskom to the Local Municipaiity to address the backlog of occupied residential dwellings and 
the installation of bulk infrastructure, rehabilitation and refurbishment of electricity infracture in order to improve quality 
of supply. 

Library Support Grant 

Current year receipts 1 591 000 583 000 

Conditions met - transferred to revenue (1 591 000) (583 000) 


Conditions have been met. This grant is received from the KZN Department of Arts and Culture and is used to 
subsidise the day to day operating activities for the Harding Town Library 
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23 Operational grants(continued) 

Expanded Public Works Programme Grant (EPWP) 

Current year receipts 1 213 000 1 006 000 

Conditions met - transferred to revenue (1 213 000) (1 006 000) 


Conditions have been met. This grant was received from the Department of Public Works and it is utilised for job creation 
to alleviate poverty. 

Financial Management Grant 

Balance unspent at beginning of year 

Current year receipts 1 900 000 1 900 000 

Conditions met - transferred to revenue (1 900 000)_(1 900 000) 


Conditions have been met. This grant is used to promote and support reforms in financial management by building 
capacity in municipalities to implement the MFMA. As part of strengthening financial, asset and risk management in 
municipalities. The grant also provides funding for an internship programme. 

Land Use Management System Grant (LUMS) 

Balance unspent at beginning of the year 73 000 73 000 

Current year receipts 

Conditions met - transferred to revenue 

73 000 73 000 


Conditions still to be met - remains a liability. This grant was provided to assist in the development of Land Use 
Management Systems. 

Library Cyber Cadet Grant 

Current year receipts - 188 000 

Conditions met - transferred to revenue __(188 000) 


Conditions have been met. This grant was received from the KZN Department of Arts and Culture for capacity building and 
support on Information Technology at the Harding Town Library. 

Housing Grant 

Balance unspent at beginning of the year 2 695 553 

Current year receipts - 2 695 553 

Conditions met (196 647) 

2498 906 2 695 553 


Conditions still to be met - remains a liability. This grant was received from the Department of Human Settlements for the 
provision of RDP houses. The municipality is an agent and therefore conditions met are not recognised as revenue. 

Government Expert Grant 

Balance unspent at beginning of year 7 890 7 890 

Current year receipts 

Conditions met - transferred to revenue 

7 890 7 890 

Conditions still to be met - remains a liability. 
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23 Operational grants(continued) 



Disaster Management Grant 

Balance unspent at beginning of the year 

_ 

128 003 

Current year receipts 

400 000 

400 000 

Conditions met - transferred to revenue 

Conditions still to be met - remains a liability. 

400 000 

(528 003) 

Sports and recreation Grant 

Balance unspent at beginning of the year 

_ 

_ 

Current year receipts 

50 000 

- 

Conditions met - transferred to revenue 

Conditions still to be met - remains a liability. 

(4 320) 

45 680 

- 

24 Capital Grants 

Municipal Infrastructure Grant 

22 940 000 

28 282 837 

Small Town Rehabilitation Grant 

Included in above are the following grants and subsidies received: 

285 707 

23 225 707 

6 210 051 

34 492 888 

Municipal Infrastructure Grant (MIG) 

Balance unspent at beginning of year 

_ 

_ 

Current year receipts 

22 940 000 

28 685 000 

Conditions met - transferred to revenue 

(22 940 000) 

(28 685 000) 


Conditions have been met. This grant is used to address backlogs in municipal infrastructure required for the provision 
of basic services 


Small Town Rehabilitation Grant 



Balance unspent at beginning of year 

2 091 173 

3 301 224 

Current year receipts 

- 

5 000 000 

Conditions met - transferred to revenue 

(285 707) 

(6 210 051) 


1 805 465 

2 091 173 

Conditions still to be met - remains a liability. This grant was received from KZN COGTA in regards to small town 
rehabilitation. 



25 Other Income 



Other revenue 

766 904 

599 347 

Building plans fees 

161 671 

312 343 

Burial Fees 

42 215 

48 959 

Hall hire and facilities 

- 

48 072 


970 791 

1 008 721 
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26 Operational Costs 


Advertising 
Auditors remuneration 
Bank charges 
Bursary 

Conference and seminars 
Disaster Management 
Electricity 

Employee Assistant programme 

Entertainment 

External Computer Service 

Fuel and oil 

Grass Cutting 

Indigent Rebates 

Insurance 

Internal Audit 

Job evaluation 

LED fund 

Legal expenses 

Motor vehicle expenses 

Other expenses 

Postage and courier 

Prepaid Commission 

Printing and stationery 

Protective clothing 

Salga Games 

Subscriptions 

Town planning scheme 

Training 

Travel - local 

Valuation of properties 

Ward committees 

Water 


1 318 641 

1 253 480 

2 405 386 

2 114 988 

115 075 

135 661 

450 855 

57 687 

1 881 157 

1 639 459 

135 375 

110 443 

- 

2 833 441 

3 000 

7 901 

268 665 

171 863 

3 936 497 

1 362 069 

2 562 196 

2 115 351 

405 689 

429 125 

4 579 112 

4 701 317 

272 934 

447 659 

84 110 

323 921 

13 297 

363 

820 676 

784 196 

678 482 

710 122 

114 353 

138 905 

476 931 

1 356 608 

212 764 

59 670 

512 621 

519 417 

372 570 

211 831 

488 079 

142 254 

434 719 

458 636 

767 374 

594 667 

74 824 

145 755 

138 283 

392 381 

256 300 

289 031 

56 971 

68 202 

1 196 750 

889 841 

899 401 

1 364 253 


25 933 088 25 830 487 


Refer to Note 56 for operational costs reclassified. 

Electricity of R 2.8m are Professional fees for designing of Mazekhele electricity master plan. 
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27 Employee related costs 

Basic 

37 812 635 

31 923 879 

Medical aid - company contributions 

2 564 279 

2 294 636 

UIF 

378 377 

335 481 

Leave pay provision charge 

897 414 

889 107 

Pension fund 

6 098 208 

5 360 118 

Overtime payments 

6 372 261 

4 033 919 

Housing benefits and allowances 

1 969 906 

2 726 839 

Car allowances 

2 698 142 

2 117 494 

Bargaining council levy 

Post retirements and long service benefits: 

501 055 

20 141 

- current service cost 

527 405 

492 460 

- interest cost 

516518 

460 456 

- benefits paid 

(272 833) 

(400 371) 

- actuarial gains and losses 

1 341 190 

(116 646) 

Cellphone 

401 884 

384 754 


61 806 442 

50 522 265 

Remuneration of Municipal Manager: Mr S.D Mbhele 

Annual Remuneration 

- 

584 005 

Allowances 

- 

106 315 

Contributions to UIF, Medical aid and pension fund 

_ 

8 782 

Performance ɓonus 

- 

172 154 

Leave Pay 

- 

39 085 


- 

910 341 

Remuneration of Municipal Manager: Mr W.T Gumde fas from 1/1/2019) 

Annual Remuneration 

481 413 

_ 

Allowances 

107 100 

_ 

Contributions to UIF, Medical aid and pension fund 

6 642 

_ 

Performance ɓonus 

102 333 

_ 

Leave Pay 

- 

- 


697 488 

- 

Remuneration of Director: Community Services: Mr W T Gumede (up to 31/12/2018) 


Annual Remuneration 

448 741 

806 001 

Allowances 

137 848 

114158 

Contributions to UIF, Medical aid and pension fund 

6 166 

79 476 

Performance Sonus 

- 

104 333 


592 755 

1 103 968 

Remuneration of Director: Technical Services: Mr S Malinga 

Annual Remuneration 

791 857 

677 278 

Allowances 

226 820 

132 394 

Contributions to UIF, Medical aid and pension fund 

11 002 

72 527 

Performance ɓonus 

74 912 

93 349 


1 104 592 

975 548 

Remuneration of Acting Municipal Manager: Mr V Kubeka (as of 1/3/2018 up to 30/8/2018) 


Annual Remuneration 

264 286 

331 330 

Allowances 

87 464 

71 782 

Contributions to UIF, Medical aid and pension fund 

4 493 

4 741 

Cellphone and Travel 

55 663 

_ 

Performance ɓonus 

- 

19 860 


411 907 

427 713 
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27 Employee related costs (continued) 

Remuneration of Director: Acting Chief Financial Officer: Ms N Mngomezulu (as of 1/4/2018 up to 19/9/2018) 


Annual Remuneration 

145 114 

162 186 

Allowances 

63154 

54 062 

Contributions to UIF, Medical aid and pension fund 

2 742 

4 348 

Performance Bonus 

_ 

5 550 

Leave Pay 

28 545 

- 

Back pay 

11 678 

14 787 

_ 

251 233 

240 933 

Remuneration of Acting Municipal Manager: Mr R. Brijraj (as of 9/10/2018 up to 4/1/2019) 

Annual Remuneration 

172 213 

- 

Allowances 

95 542 

_ 

Contributions to UIF, Medical aid and pension fund 

3 342 

_ 

Performance Bonus 

_ 

_ 

Leave Pay 

20 145 

_ 


291 241 

- 

Remuneration of Acting Chief Financial Officer: Mr 2.R Thusi (as of 8/10/2018 up to 10/4/2019) 


Annual Remuneration 

312 686 

_ 

Allowances 

133 978 

_ 

Contributions to UIF, Medical aid and pension fund 

5 583 

_ 

Performance Bonus 

_ 

_ 

Leave Pay 

27 004 

_ 


479 251 

- 

Remuneration of Director Community Srvices: Mr S.W Mkhize (as from 1/3/2019 up to 31/5/2019) 


Annual Remuneration 

186 375 

_ 

Allowances 

37 515 

_ 

Contributions to UIF, Medical aid and pension fund 

3 009 

_ 

Performance Bonus 

_ 

_ 

Leave Pay 

21 470 

_ 


248 369 

- 

28 Remuneration of councillors 

Councillors 

7 598 368 

7 667 200 

Telephone allowance 

931 072 

901 326 


8 529 439 

8 568 526 

Mayor: Hon. D.Nciki 

874 924 

840 313 

Deputy Mayor: CllrTN Dzingwa 

706 600 

709 475 

Speaker: Cilr MV Nyathi 

707 958 

715 907 

Exco Member: Cllr MV Vezi 

707 707 

687 799 

Exco Member: CllrSJ Ncwane 

698 792 

713 527 

MPAC chair Cllr HJ Ngubelanga 

387 189 

372 873 

Other Councillors 

4 446 270 

4 528 632 


8 529 439 

8 568 526 


In-kind benefits 

The Mayor, Deputy Mayor, speaker and Mayoral Committee members are full time. Each is provided with an 
office and secretarial support at the cost of the Council. 

The Mayor has use of a Council owned vehicle for official duties and has one full time driver. 
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29 Administrative expenditure 

Administration and management fees - third party (afforestation) 

Administration and management fees - related party (afforestation) 

347 943 

4 060 218 

328 140 

3 867 279 


4408 161 

4 195 418 

30 Debt impairment 

Debt impairment 

2 408 098 

5 033 972 

31 Changes in value of plantation 

Plantation standing timber - Afforestation scheme 

6 326 174 

3 676 100 

The increase in value was mainly due to the decrease in Rand price for Acacia and Eucalyptus on the weaker rand 
exchange rate to the Dollar. Refer to Note 6 for details of the plantation stock. 

32 Depreciation and amortisation 

Depreciation 

Amortisation 

14 674 711 

330 288 

11 512 702 
394 461 


15 004 999 

11 907 163 


33 Finance costs 



Finance costs 

799 067 

1 065 184 


34 Auditors 'remuneration 

Expenses 

2 405 386 

2 114 988 

35 Contracted services 

Contractors 

Stage and Sound Crew 

82 118 

- 

Catering services 

1 338 341 

1 423 254 

Sports and Recreation 

92 015 

- 

Artists and Performers 

159 776 

- 

Maintenance of Equipment 

2 126 437 

1 394 604 

Maintenance of Buildings and Facilities 

1 386 141 

1 073 237 

Maintenance of Unspecified Assets 

1 074 162 

2 499 938 

Building 

- 

15 521 

Employee Wellness 

- 

7 900 

Removal of Hazardous Waste 

- 

125 581 

Safeguard and Security 

4 563 223 

761 222 

Outsourced services 

Personnel and Labour 

118 278 

- 

Clearing and Grass Cutting Services 

914 752 

429124 

Consulting and Professional fees 

1 372 466 

750 929 

Intemal Auditors 

- 

113 460 

Refuse removal 

144 229 

443 220 

Hygiene Services 

203 306 

349 688 

Professional Staff 

525 870 

158 935 

Transport Services 

7 678 

55 490 


14108 791 

9 602 102 

36 Grants and Subsidies paid 

Contributions to UGU (South Coast Tourism) 

927 849 

394 737 

Free basic electricity - Eskom 

1 423 233 

1 417 654 


2 351 082 

1 812 391 


37 Bulk purchases 



Electricity purchases 

28 191 530 

26165 356 

Electricity Distribution losses - amount 

1 086 697 

1 654 195 

Electricity Distribution losses - % 

4% 

6% 


Losses are contained within the National Energy Regulation of South Africa (NERSA) norms of between 4% and 10% 
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38 Cash Generated from operations 


Surplus 

Adjustments for: 

45 164 250 

61 217 307 

Depreciation and amortisation 

15 004 999 

11 907162 

(Loss) gain on sale of assets and liabilities 

298 528 

453 245 

Changes in value of plantation 

(6 326174) 

3 676 100 

Debt impairment 

2 408 098 

2 025 103 

Other items 

(4 020 225) 

(2 317 789) 

Finance cost 

0 

- 

Prior adjument 

Changes in working capital: 

4 832 672 

(6 072 714) 

Inventories 

140 409 

190 327 

Receivable from exchange transactions 

(1 270 762) 

(1 623 712) 

(increase )/decrease in other receivables 

(3 022 887) 

(2 236 971) 

(increase )/decrease in investment property 

- 

- 

(increase )/decrease in borrowings 

(increase )/decrease in trade payables 

(increase )/decrease in conditional grants and receipts 

(996 323) 

469 892 

Payables from exchange transactions 

(2 873 571) 

5 740 525 

Unspent conditional grants and receipts 

(1 816 693) 

(1 557 082) 

Consumer deposits 

(19 728) 

560 

39 Commitments 

Commitments in respect of capital expenditure 

Approved and Contracted for 

47 502 593 

71 871 953 

Infrastructure 

111 867 047 

50 999 404 

Community 

- 

- 

Other 

5 680 225 

9 168 181 


117 547 273 

60 167 585 

Approved but not yet contracted for 

Infrastructure 

23 930 000 

47 099 000 

Community 

8 604 204 

13 034 204 

Other 

11 065 000 

6 126 850 


43 599 204 

66 260 054 

Total capital commitments 

Approved and Contracted for 

117 547 273 

60167 585 

Approved but not yet contracted for 

43 599 204 

66 260 054 


161 146 477 

126 427 639 

This committed expenditure relates to property, plant and equipment and will be finance by available bankfacilities, 

retained surpluses, existing cash resources, funds internally generated and other grants to be received fram other 
shares of government etc. 

Commitments in respect of operating expenditure 

Approved and Contracted for 

17 265 761 

2 238 673 

Total Commitments 

Operating leases - as lessee (expenditure) 

Minimum lease payments due 

178 412 238 

128 666 312 

- within 1 year 

146 851 

341 564 

- in second to fifth year inclusive 

- 

146 851 


146 851 

488 414 


Operating lease commitments are included as partof commitments in respect of operating expenditure. 
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40 Related parties 

Controlled Afforestation Scheme Refer to note 49 

Councillors Refer to note 28 

Key management personnel Refer to note 27 

UGU South Coast Tourism Refer to note 36 

Related party transactions: 

No transactions have been identified that were not in an arm's length. 

41 Going concern 

We draw attention to the fact that at 30 June 2019, the Local Municipality had accumulated surpfus of R456 831 061 
and that the Local Municipality's total liabilities are R28 733 222 of its Net Assets of R510 347 030 
The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and 
settiement of liabilities, contingent obligations and commitments will occur in the ordinary course of business. 


42 Events after the reporting date 

No events after the reporting date 30 June 2019. 

43 Unauthorised expenditure 

uMuziwabantu Local Municipality did not incur any unauthorised expenditure during 2018/2019 financial year. 

44 Fruitless and wasteful expenditure 


Opening balance 

7 409 

- 

Interest and penalties 

491 423 

7 409 

Written off by Council 

- 

- 


498 832 

7 409 

Reasons for Fruitless and wasteful Expenditure 

Interest charged on late payments: 



SARS 

28 615 

7 409 

Eskom 

27 814 

- 

Telkom 

4 277 

- 

Molloi and Associates 

295 717 

- 

Supply and delivery of goats that died 

135 000 

- 


491 423 

7 409 

Fruitless and wasteful expenditure are not yet recoverable at the year end and are currently being investigated by the 

council which will determine recoverability and any criminal or disciplinary steps to be taken. 



45 Irregularexpenditure 



Opening balance 

41 185 559 

6 422 723 

Add: Irregular expenditure - current year 

33 995 632 

34 762 836 

Less: amount written off after investigation by council 

(6 422 723) 

- 

Closing balance - irregular expenditure 

68 758 468 

41 185 559 


Opening balance 

Irregular expenditure for prior year was restated by R33 903 357,65 as a result of non-compliance with requirements of 
Regulation 29: Composition of ɓid Adjudication Committee. 


Details of irregular expenditure - current year 

Non-compliance with SCM Regulation 29 - Current year contracts 21 444 804 

Non-compliance with SCM Regulation 29 - Prior year contracts 11 716 326 

Non compliance with Preferential Procurement Regulations: Reg 9 457 580 

Expenditure on expired lease contract 89 542 

Expenditure incurred as a result financial misconduct _ 287 380 


33 995 632 


Irregular expenditure written off by council has not yet been condoned by National Treasury. We are still awaiting this by 
National Treasury. 

Irregular expenditure are not yet recoverable at the year end and are currently being investigated by the council which 
will determine recoverability and any criminal or disciplinary steps to be taken. 
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46 Contingent Liabilities 

- Litigation matters: R 4 017 507,17 due to Municipal By-Laws implementation disputes and 

SMECSA, Ngeli Mills, Bargain Wholesalers, Overdrive Investments, Molbro Properties, Payn Brothers and Department 
of Labour claiming for outstanding payments based on their work done without approved variation orders. 

- Wage Curve Agreement 

On 21 April 2010 SALGA signed the "categorisation and job evaluation wage curves collective agreement"(wage curve 
agreement) with IMATU and SAMWU on behalf of municipalities. The agreement established the wage curves and wage 
scales to be used by municipalities in determining the wages of municipal employees based on an evaluation of 
employees jobs per the Task job evaluation system. Subsequent to the signing of the agreement the unions declared a 
dispute with the agreement. The dispute was referred to the Labour Court and the court delivered a ruling on 22 June 
2012 that employees receive a salary increase backdated with the effect 1 July 2010 instead of 1 July 2011. SALGA 
on behalf of municipalities, applied for leave to appeal this ruling and was granted the right to appeal againstthe 
judgement on 29 August 2012. To date this Labour Court of Appeal case has not been finalised. The Local Municipality has 
not yet stated the process of the job evaluations and as a result of the uncertainties arising from the dispute declared by 
the unions and the pending litigation regarding the wage curve agreement, the Local Municipality may have a additional payable 
for employee wages, depending on the outcome of the pending litigation and finalisation of the job evaluation. As a result 
of the above standing issues it is not practice to reliably estimate the amount of this payable. 

47 Additional disclosure in terms of Municipal Finance Management Act 
Contributions to organised local government (SALGA) 


Current year subscriptions / fee 

732 200 

458 636 

Amount paid - current year 

(732 200) 

(458 636) 


- 

- 

Audit fees 

Current year subscriptions / fee 

2 405 386 

2 114 988 

Amount paid - current year 

(2 405 386) 

(2 114 988) 


- 

- 

PAYE and UIF 

Current year subscriptions / fee 

7 065 233 

7 513 920 

Amount paid - current year 

(7 065 233) 

(7 513 920) 


- 

- 

Pension and Medical Aid deductions 

Current year subscriptions / fee 

13 402 193 

11 695 421 

Amount paid - current year 

(13 402 193) 

(11 695 421) 


- 

- 


Councillors accounts in arrear 

As at 30 June 2019, Councillor S.J. Ncwane owed R4 002,25 for rates and services for more than 90 days. 


48 ɓudget differences 

Reasons for material difference between budget and actual amounts are provided in Appendix E. 


49 Afforestation 

The Local Municipality's plantation are known as the uMuziwabantu Local Municipality Harding Afforestation Scheme. This scheme has 
entered into an agreement with NCT Forestry Co-operative in terms of which the latter has taken over the management of the timber 
plantations owned by the uMuziwabantu Local Municipality Harding Afforestation Scheme. By agreement this function is now being 
performed by NCT Tree Farming (PTY) Ltd, wholly owned by the subsidiary of the co-operative. 

In terms of this agreement NCT Tree Farming (PTY) Ltd is entitled to a profit share equal to 5% of the net profit generated by the 
forestry operations prior to the deduction of such fee. 

Further, NCT Tree Farming (PTY) Ltd is not entitled to any payment other than the recovery of direct costs should the forestry operation 
not make a profit or if a loss is made in any year, nor is it liable for any losses other than in the case of NCT Tree Farming (PTY) Ltd 
negligence in terms of the agreement. 

No taxation has been provided as the net income is attributable directly to the uMuziwabantu Local Municipality. In previous years the 
Afforestation Scheme was accounted for using the equity method. From 1 July 2007 the Scheme's operation has been incorporated 
on a line by line basis into the financial statements. 
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50 Private publlc partnership 

The Local Municipality was not a party to any Private Public Partnerships during the financial year 2018/2019. 


51 Housing Development Fund 

Cash Resources 


9 850 491 _ 9 232 133 

9 850 491 9 232 133 


52 Supply chain section 36 deviations 


(i) Due to an emergency - 8 640 

(ii) Sole service provider 553 258 350 412 

(iii) Impractical or impossible to follow the official procurement processes 1 456 106 _ 3 058 128 

2 009 363 3 417180 


53 Prior year adjustments 

Thefollowing adjustments all relate to corrections of prior-period misstatements and reclassifications: 

Cash and cash equivalents: Correction of bank statement balance to the system (109 817) 

Receivables from exchange transactions: Correction of prepayment and accrued interest (91 901) 

VAT receivable: Adjustment due to correction of accruals and finance leases 278 830 

Property, plant and equipment: Correction of accruals, retentions and accumulated depreciation 827 812 

Trade and other payables: Correction of retentions and accruals 3 366 560 

Financial liabilities: Correction of finance and operating leases (205 700) 

Unspent grants: Correction of Small Town and Housing grants (4 695 553) 

Propery rates: Correction of Housing grant 2 695 553 

Interest on Investment: Reversal of interest accrued 115 548 

Fines and penalties: Correction of actuarial gain and losses (166 122) 

Employee related cost: Correction of bonus provision and re-ailocation of post retirements benefits (280 738) 

Depreciation and amortisation: Correction of depreciation on finance leases 43 755 

Contracted Services: Correction of accruals (38 874) 

Finance Costs: Reclassification from operational cost 4 065 

Operating Leases: Correction of operating leases 269 850 

Operational Cost: Reclassification of expenses 312 472 (364 598) 

Receivables from non-exchange transactions: Allowance for impairment of property rates (5 840 746) 

Accumulated Surplus: Effect of prior year adjustments 4 108 386 

Receivables from exchange transactions - Credit balances on receivables _ (1 035 843) _ - 

_ (723 371) _ (83 690) 

Refer to Notes 55 and 56 for movements. 


54 RISK MANAGEMENT 
54,1 Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The Local Municipality only deposits cash with major banks 
with high quaiity credit standing and limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. Management evaluates credit risk relating to customers on an ongoing basis. If 
customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit 
quality of the customer, taking into account its financial position, past experience and other factors. Individual risk limits are set based on 
intemal or external ratings in accordance with limits set by the Council. The utilisation of credit limits is regularly monitored. Sales to retail 
customers are settled in cash. 


Financial assets exposed to credit risk at year end were as follows: 


Cash and cash equivalents 

164 627 811 

164 834 205 

Trade and other receivables 

7 003 954 

5 733 192 

Receivables from Non exchange transactions 

9 069 758 

7 048 121 


54,2 Liquidity risk 

The Local Municipality's risk to liquidity is a result of the funds available to cover future commitments. The Local Municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. Cash flow forecasts are prepared and adequate utilised 
borrowing facilities are monitored. 

The table below analyses the Local Muntcipality's financial liabilities into relevant maturity groupings based on the remaining period at the 
Statement of Financial Position to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash 


flows. 

2019 Within a month 

Payables from exchange transactions 11 613 837 

Consumer deposits 553 473 

Unspent grants and receipts 4 831 895 

Within three 

2018 months 

Payables from exchange transactions 14 487 407 

Consumer deposits 573 201 

Unspent grants and receipts 6 648 588 


54,3 Interest rate risk 

As the Local Municipality has no significant interest-bearing assets, the Local Municipality's income and operating cash flows are 
substantially independent of changes in market interest rates. 
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55 Prioryearadjustments and reclassifications: Movements 
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Net assets 
Reserves 

Revaluation reserve 53 440 900 - 75 068,90 53 515 969 

Accumulated Surplus 419 843 691 -8 764 579,02 -75 068,90 411 004 043 
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Statement of Financial Performance 



2018 

Prior year 

Reclassification 

Restated 


Audited 

Adjustment 

Adjustment 

2018 

Note(s) 

R 

R 

R 

R 


56 RECLASSIFICATIONS 


1 Finance Costs 
Balance previosly reported 
Movements from Finance lease 
Restated Balance On Finance costs 

2 Finance lease 
Balance previosly reported 
Movementsto Finance costs 
Restated Balance on Finance lease 

3 Repairs and maintenance 
Balance previosly reported 
Movements to Contracted services 

Restated Balance on Repairs and maintenance 

4 Contracted services 
Balance previosly reported 
Movememt from Repairs and maintenance 
Movement from Operational Costs: Refuse removal 
Movement from Operational Costs: EPWP 
Movementfirom Operational Costs: Consulting and professional 
Restated Bafance on Contracted services 

5 Inventory consumed 
Balance previosly reported 
Movement from Operational costs 
Restated Balance on Inventory cosnumed 

6 Operational costs 
Balance previosly reported 
Movement to Operating leases 
Movement to Contracted services 
Movement to Contracted services 
Movementto Contracted services 

Movement to Employee costs {MIG PMU Salaries) 

Movement to Contracted services 
Movementto Inverrtory consumed 
Restated Balance on Operational costs 

7 Operating leases 
Balance previosly reported 
Movement from Operational costs 
Restated Balance on Operating leases 

8 Consumer deposits 
Balance previosly reported 

Movement from Receivables frorn exchange transactions 

Restated Balance on Consumer deposits 

9 Employee costs 
Balance previosly reported 
Movement ffom Actuarial gains 
Movement from Operational costs 

Restated Balance on Employee related costs 

10 Actuarial gains and losses 
Balance previosly reported 
Movementto Employee related costs 
Restated Balance on Actuarial gains 


-947 396,64 
-117 786,9 4 

■1 065 183,58 


-117 786,94 
117 786,94 


-4 804 506,62 
4 804 506,62 


-3 722 512,03 
-4 804 506,62 
-209 822,28 
-114 332,57 
-750 928,50 
-9 602 102,00 


-1 557 137,41 
-1 557 137,41 


-31 343 542,05 
292 491,50 
750 928,50 
209 822,28 
114 332,57 
1 165 089,85 
1 423 254,16 
1 557 137,41 
-25 830 485,78 


-292 491,50 

-292 491,50 


527 807,40 
45 393,89 
573 201,29 


-49 767 128,33 
409 953,00 
-1 165 089,85 
-50 522 265,18 


409 953,00 
-409 953,00 
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DETAILED SCHEDULE OF CONDITIONAL GRANTS AND RECEIPTS 
FOR THE YEAR ENDED 30 JUNE 2019 
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